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Chat and Comment 
Other People’s Opinions and a Few of Ours 








UR March issue seems to have 
O been appreciated, judging from 
the stack of letters it brought 

forth from both old and new readers. 

For example, a New York man who 
should be one of the best judges, but who 
perhaps would not wish us to state his 
business connection, writes as follows: 

“I want to compliment you on the fine 
appearance of your magazine. I am 
waiting for an opportunity to read it 
more carefully. I don’t wonder that it 
holds a position of authority and influ- 
ence with the investing class.” 

We must say, however, that we don’t 
particularly cater to any class—don’t 
take much stock in classes, anyway. We 
make the magazine with an eye to help- 
ing people in general. If they don’t be- 
long to the “investing class,” we invite 
them to join it, or to prepare to begin 
to think over the consideration of the 
question of joining it, at least, by reading 
up on investment opportunities and 


methods. 
* * * 


ERE cometh and deposeth the owner 
of a general store up in New York 
state: : 

“Am very much pleased with the mag- 
azine and am getting many good points 
out of it.” 

Thanks! That’s what we’re here for. 
The next is a Jersey investor: 

“Much pleased with the March num- 
ber. You certainly have a_ splendid 
magazine.” 

We cheerfully admit it. 

A member of a well-known New York 
Stock Exckange firm rises to remark: 

“I think your latest number is one of 
the best you have put out. Judged by 
the number of ‘bear’ articles, we ought 
to be near the bottom, though. I have 
been through the number from cover to 
cover with a fine-tooth comb.” 

Let’s “bear” this in mind and look 
back at it later on. That’s the only test. 
Possibly we may be bearish at the bot- 


tom—time will show; but, by gum, we 
weren't bullish at the top, and that’s 
what almost everybody else was. 
* * * 
HIS next investor lives in Oakland, 
California : 

“TI value the ‘Magazine of Wall Street’ 
very highly. Could not think of missing 
an issue of it.” 

Evidently a man of sound judgment. 
We'll try to see that he gets every issue. 

Next comes a brokerage house in Brit- 
ish Columbia : 

“We trust by now you have received 
our 1914 subscription, which we over- 
looked sending in on time. Your peri- 
odical is read with much interest. Kind- 
ly mail all numbers we have not re- 
ceived.” 

They are keeping a file. Perhaps they 
have noticed that some of our back num- 
bers command a premium and are plan- 
ning a profitable coup a year or two 


hence. 
* 7 7 


[* would take quite a lot of these let- 

ters to tire us out, but possibly they 
are not so fascinating to you. We'll 
just wind up with one which distributes 
bouquets around in a way to cause some 
of our contributors to get decidedly 
chesty : 

“I am quite sure that both the man- 
agement of our splendid little magazine 
and its thousands of lively, interested 
readers will agree with me that Mr. F. 
H. Tubbs is the kind of teacher that in- 
spires one to think for himself. 

“Tt is too bad that the continuity of the 
‘Notes on Office Trading’ series had to 
be broken by the loss of the intervening 
manuscripts; it detracts a great deal 
from the practical value to the trader, 
judging from what has already appeared. 

“The series of studies by Mr. Cham- 
berlain are most interesting, the best of 
their kind, I believe, that have as yet 
been offered. Mr. Fales’ article and 
diagram on the relation of commodity 





CHAT AND 
prices to investment and banking con- 
ditions interests one and opens up an 
apparently new field for study. Com- 
modity prices are certainly at a dizzy 
height, abnormally high in comparison. 
That which is abnormal cannot long en- 
dure, Nature teaches. 

“The coming tariff reductions will 
doubtlessly furnish the impetus for a 
good start on a downward commodity 
price movement, by opening the Amer- 
ican market to foreign competition. 
This should cause shrinkage in security 
values, a general liquidation, a piling ‘up 
of cash reserves, then an improvement 
in the security market. 

“Last year was a record crop year. 
Record years do not follow in unbroken 
succession. This Winter we had little 
snowfall, and the absence of this snow 
covering on the soil (which warms and 
revives and revitalizes it much as a good 
sleep under sufficient covers does a hu- 
man) is not propitious by any means. 
A crop failure in 1913 could cause a good 
rally in commodity prices in the latter 
part of that year and well into 1914, and 
a reaction in security prices following 
this rally. Big crops again in the fol- 
lowing year, a free entry of raw and 
many manufactured products and an ef- 


COMMENT. 377 
fectual curb on monopolistic control of 
natural and manufactured products 
should then give a period of low com- 
modity prices upon which could be built 
the first major swing of a new grand cy- 
cle of bull movements. 

“Perhaps this is attempting to suppose 
too much, but all speculation, great or 
small, is based upon supposition, so the 
‘long look ahead’ is as logical as trying 
to forecast the next ten-point move. 

“IT was glad to hear from our old 
friend Scribner Browne again in the 
last two issues. That article on the use 
of stops showed that he has not ‘gone 
back’ any, in spite of the handicap of age 
which he penalizes himself with.” 

z. & 


* co * 


E’S a thinker, you see, and that’s why 
he likes a magazine that stimulates 
thought. By the way, “Notes on Office 
Trading” will include everything that 
was planned, before the series is done. 
We always like to hear the views of 
our readers on the financial situation and 
outlook and will gladly print those we 
can find space for. 
Many men, many minds. 
monopolies in ideas. 


There are no 
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The Functions of Commodity Speculation 


[We regard this article as an PIES clear and convincing statement of the 


usefulness of s 
when bills are 


ROBABLY the most persistent ar- 
gument in favor of legislation 
against future trading in cotton 

and other commodities is found in the 
contention that speculation depresses the 
price and thus robs the producer of the 
fruits of his labor. The cotton manufac- 
turers and consumers of other commodi- 
ties also insist that speculation should be 
prohibited or restricted because it is re- 
sponsible for undue inflation of prices. 

Here you get the two leading argu- 
ments against speculation, either one of 
which nullifies the other. Both of these 
claims cannot be correct, but paradoxical 
as it may sound, both are economically 
incorrect. 

As a matter of fact, the chief service 
performed by commodity speculation lies 
in its function of limiting extremes of 
fluctuations. This service is sufficiently 
valuable to counterbalance many of its 
ill effects. There probably will be little 
difference of opinion in regard to the 
claim that indiscriminate speculation by 
uninformed and inexperienced partici- 
pants is more or less harmful. The losses 
or gains of individuals, however, are 
more than offset by the benefits derived 
by the community at large. 





ulative commodity markets. It is ——evy interesting at this time, 
ing introduced to prohibit such spec 


on.—Ed.] 


Three distinguishing features stand 
out clearly in regard to commodities 
which are made the basis of organized 
speculation : 

First, these commodities must be in 
general, if not practically world-wide, 
use. 

Second, the supply and demand for 
them must be uncertain. 

Third, they must be subject, by the 
nature of uncertain supply and demand 
features, to wide fluctuation. 

Passing by the first feature, which may 
be regarded as practically axiomatic, it 
is quite noticeable that there is no specu- 
lation in commodities in which the sup- 
ply and demand remain constant. There 
is no speculation in commodities where 
the price is controlled by monopolies. 
One marked instance of this is sugar, 
which, in this country, is dominated by 
one or two powerful interests and con- 
sequently cannot be made the basis for 
general and organized speculation. In 
Europe, on the other hand, where the 
same conditions do not exist, sugar is 
the basis of a free and liberal speculation. 
Nor can there be speculation in manufac- 
tured products for the output of factories 
can be regulated. At one time the New 
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York Cotton Exchange formulated rules 
for the regulation of dealings in print 
cloths, but the movement died a natural 
death. 
aK * * 

THE chief services rendered by organ- 

ized speculation in commodities may 
be briefly enumerated as follows: 

1. Limiting of extremes in fluctua- 
tions. 

2. Facilities afforded for 
against price changes. 

3. Forecasting the future course of 
prices. 

Regarding the first function, it may be 
stated that speculation does not put prices 
up or down. Prices go up or prices go 
down and speculation merely limits the 
extremes and prevents the swing from 
going as high or as low as it would with- 
out it. Chief Justice White, when a 
senator from Louisiana, defended future 
trading in a remarkable speech before 
the Senate, in which he defined specula- 
tion as the “governor of prices.” Specu- 


insurance 


lation is merely an economic gyroscope 
which tends to preserve the equilibrium 


of prices. It is responsible for innumer- 
able minor swings and undoubtedly 
causes greater frequency of fluctuation, 
but on account of its almost continuous 
influence on values, it restricts the ex- 
tent of wide sweeping movements. 
When crops are abundant and prices are 
low, the speculator comes in and buys for 
investment and thus prevents values 
from sinking as low as they would with- 
out this buying. The selling out of these 
purchases on the advance prevents prices 
from going as high as they would if 
foresighted investors had not bought so 
freely. 

Professor Emery, in his work on spec- 
ulation on the Stock and Produce Ex- 
changes, states that one of the greatest 
benefits in regard to effect upon prices 
lies not so much in the greater stability 
of prices, but in the greater graduation 
in price fluctuation. Even if it were to 
be admitted for the sake of argument 
that prices in the long run would show 
as wide fluctuations as without specula- 
tion, it is noticeable that these extreme 
points are now registered by more steady 
gradations. Professor Emery says: 

“Tt needs littke more than the mere 
statement to show the advantage of a 
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speculative system in this matter. There 
are always some shorts ready to buy in 
as prices first fall and some bulls ready 
to sell out as prices first rise, and these 
forces are very effective in graduating 
prices. So perfectly does the system 
work that a sudden change in price of 
any importance is very rare.” 

Probably the greatest service to the 
public at large is rendered by the pro- 
fessional “bear” or short seller. He is 
considered the traditional enemy of the 
producer, who argues that by selling 
something that does not exist, the bear 
furnishes an artificial increase in the sup- 
ply, which necessarily depresses prices. 
These arguments, however, do not take 
into consideration the fact that short sell- 
ers represent ultimate purchases and that 
the bull speculator and the bear specu- 
lator differ from one another only in 
the initiation of their transactions. The 
bear sells at a certain price, or contracts 
to deliver a commodity at a certain fig- 
ure, in the hope of buying back his con- 
tract at a lower level, while the bull buys, 
or agrees to take a commodity at a cer- 
tain price, in the hope of being able to 
dispose of his holdings at a higher price. 

Contrary to the general impression, 
the bear is really the more desirable 
citizen of the two. It is he who takes 
a chance on making short sales when 
prices are unduly high and thus keeps 
values within reasonable bounds. It is 
the bear also who is busy covering his 
short sales when prices are unduly low 
and thus prevents values from seeking 
still lower levels. It is likely that the 
depression following a boom in real es- 
tate would be of much shorter duration 
if it were possible for bears to make 
short sales of town lots and saburban 
villa sites which could be covered on a 
decline. 

* x * 

[ NSURANCE against price changes, 

or the shifting of risk from the mer- 
chant class to the shoulders of the spec- 
ulative element is one of the most valu- 
able functions performed by speculation 
and, in fact, furnished the incentive for 
the development of speculation. In his 
notable work on economics, President 
Hadley of Yale says: 

“The industrial development of the 
last three or four hundred years, rightly 




















interpreted, is an account of the reasons 
which have led society to put the control 
of its industry into the hands of a body 
of speculative investors.” 

The evolution of speculation is a per- 
fectly natural growth, resulting from the 
necessities of a more complicated civiliza- 
tion. Long ago the producer learned 
that he would do well to stick to his oc- 
cupation and not attempt to consume his 
raw material. Manufacturers, in most 
instances, have found it better to buy 
their raw material and specialize on the 
manufacture. Until the last fifty years 
the great world merchants handling 
staple commodities, such as cotton, cof- 
fee, grain and cured meats, were forced 
to distribute these commodities and 
stand the risk of the change of price 
themselves. In certain products the risk 
was not great. In the handling of small 
crops, the output of factories and mills, 
they could calculate fairly well the 
chances they were taking. In the great 
staple products of the soil the climatic 
uncertainties and all the changing ele- 
ments of supply and demand made the 
work of distribution extremely haz- 
ardous. 

Even the large profits the merchants 
were compelled to exact did not always 
compensate them for the risks they ran. 
Under the methods of half a century ago 
the grain merchant was forced to figure 
on a margin of five to ten cents per bushel 
on wheat. Today this margin is cut down 
to a fraction of a cent. The cotton dealer 
and the cotton exporter are now able to 
buy within fifty cents per bale of the 
price in the central market, where 
formerly a margin of $2.50 or $3 per bale 
was required. Sometimes, cotton is 
even bought in the South and hedged in 
Liverpool at the same relative price. 

Perhaps not the least important re- 
sult of this method of putting the burden 
of risk on the speculator and thus pro- 
viding insurance against loss is the in- 
creased borrowing facility which is af- 
forded. Holdings of grain in elevators 
or cotton in warehouses make most de- 
sirable collateral. Money can be obtained 
on products thus hedged when some of 
the best securities are under suspicion. 
Even the producer is benefited by the 
facility with which capital can be ob- 
tained. He may not own the warehouse 


THE FUNCTIONS OF COMMODITY SPECULATION. 








381 


receipts, but the mere fact that the prod- 
ucts of farmers may be insured against 
loss through speculation and the free, 
open and continuous market maintained 
for purchases and sales enables him or 
the middleman to whom he has sold, to 
borrow at any time the request is made. 
Only through the buying and selling 
of hundreds and perhaps thousands of 
speculators can such a market exist. The 
broader the market and the more sen- 
sitive the fluctuations, the greater be- 
comes the facility for providing insur- 
ance against loss and securing a basis 
on which banks will readily make loans 
on the great staple commodities. 
* % ok 
FTER all, it is in its prophetic or 
heraldic capacity that speculation 
confers some of its greatest benefits, and 
for this very reason is subjected to the 
most violent denunciation. Speculation 
is the Cassandra of modern commerce— 
the prophetess that always forecasts the 
future correctly and in the beginning is 
never believed. Individual speculators 
often, and, in the opinion of many, 
usually, do make erroneous forecasts, but 
speculation itself is always right, for, in 
any great tidal swings of markets the 
salient facts are always discounted. 

Speculation, as may be inferred from 
its Latin derivation, is supposed to see 
ahead. Take, for instance, the question 
of a probable crop shortage—say a yield 
of 500,000,000 bushels of wheat where 
650,000,000 bushels are needed. If the 
general public specialized in such sub- 
jects as the size of the wheat yield and 
the milling requirements, and if society 
were formed on a Utopian basis, there 
would be a general effort to husband 
the supply by curtailing the demand to 
be made upon it. But the general public 
does not specialize on wheat supply and 
demand, nor does anyone propose to eat 
less bread until he has to. 

Let us say wheat prices are around 
80 cents per bushel and that is 
no speculation. Probably 450,000,000 
bushels are consumed before there is a 
realization of impending famine. The 
result would be inevitable. Wheat would 
sell during the last three months of the 

- season at $2 or more per bushel and half 
the population would go hungry. 
Speculation goes at the matter in a 
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forehanded way. As soon as a few well 
informed speculators come to the con- 
clusion that the crop is short, they begin 
to buy and there is an early rise from 80 
cents by gradual stages to possibly $1. 
The market excitement brings forth some 
extravagantly low predictions, and crop 
estimates of 450,000,000 bushels are cir- 
culated. The country prepares for a 
greater shortage than really exists, and 
when the scarcity incident to a yield of 
500,000,000 bushels is realized prices go 
down instead of up. In market parlance 
the crop shortage is “discounted” at a 
price probably not in excess of $1.10 per 
bushel. More than 500,000,000 bushels 
of wheat were marketed. Part of this 
was “speculative” wheat for speculators 
bought contracts amounting to many 
millions of bushels which were thrown 
on the market in addition to the 500,000,- 
000 bushels of wheat that were produced. 
Consequently, while people generally 
were not able to buy as much wheat 
around 80 cents as they would have with- 
out speculation, they were not forced to 
pay extravagantly high prices, because 


speculation came in and gave warning 
of impending scarcity, and more than 
that, forced curtailmerit by bidding up 
the price. 
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Just as the pinch of scarcity is felt in 
a modified form long before the situa- 
tion becomes acute, so the consumer 
through the medium of speculation, is 
able to take advantage of prospective 
abundance before it becomes an actuality. 
This phenomenon may be explained by 
the statement that speculation always 
looking ahead, foresees a bumper crop 
for the new season and is willing to sell 
ahead of this prospective surplus long 
before it is realized. 
ok * o* 
[* is not unlikely that a thorough 
knowledge of the evolution of specu- 
lation, showing its growth in the last two 
or three centuries, and the economic 
services performed by it would do much 
to modify the present antagonism exist- 
ing in Congressional and State legislative 
circles. The modern system of “future” 
trading, in its organized form is barely 
half a century old and doubtless has some 
imperfections. Its faults, however, are 
faults of detail and not of principle, for 
the principles underlying the method 
have been worked out by the world after 
hundreds of years of steady progress 
toward a definite end, and the world 
makes no mistakes when it proceeds in 
this manner. 








From Shirt Sleeve to Shirt Sleeve 








HILE the recent agitation against con- 
centration of capital undoubtedly has 
considerable justification, it is never- 

theless true that many have an erroneous idea 


of the character of that concentration and how 
it came about. 

For example, J. Pierpont Morgan, generally 
considered the head of the so-called “Money- 
Trust,” is looked upon as a man whose wealth 
and position are chiefly the result of arbitrary 
power as the representative of capitalist 
interests. 

This is hardly the case. J. S. Morgan, J. 
Pierpont Morgan’s father, was a struggling 
clerk in a draper’s establishment until he was 
38 years old. He worked early and late at a 
small weekly wage, and although he was frugal 
in his habits, his savings were necessarily 
small. 

At the age of 38, he quit his job, went to 


Boston, and established a small commercial : 


house with his savings. He was cautious in 
his methods and careful in watching his cus- 
tomer’s interests. His word and his advice 


could be absolutely relied upon as sound, and 
he had a genius for the business of banking: 
He at length came to New York and later 
went to England, where he gained the confi- 
dence of financiers and became a partner in the 
house of George Peabody & Co. After Mr. 
Peabody’s death the name of the firm was 
changed to J. S. Morgan & Co. 

J. Pierpont Morgan entered his . father’s 
bank at seventeen years of age; learned all 
the details of the work, and took over the busi- 
ness at his father’s death. He inherited per- 
haps $10,000,000, and by continuing the con- 
servative methods of his father, has increased 
that sum, doubtless, to over $100,000,000 and 
has the implicit confidence of large investors 
to a greater extent than any other financier 
in the United States, if not in the world. 

Oliver Wendell Holmes says somewhere that 
it is three generations from shirt-sleeve to 
shirt-sleeve. Perhaps that is no longer true, 
but at least the maxim has not yet been dis- 
proved in the Morgan family. Even the 
younger Morgan is only two generations from 
the shirt-sleeve. 




















Side Lights on Wall Street 


By “KODAK” 








N last month’s issue of this magazine 
I quoted a prominent international 
banker as saying that the market 
factor of greatest importance was the 
monetary situation, and recent stock mar- 
ket developments have proved the ac- 
curacy of his judgment. World-wide 
stringency of money is the principal topic 
of financial discussion and exchanges all 
over the country have been depressed 
because of the stringency. 

3erlin has recently been bidding 6% 
per cent. in our market for gold, and the 
call rate in Berlin at this writing is 9 per 
cent. Berlin has been a heavy seller of 
our securities. The English discount 
rate has now been at 5 per cent for 
twenty weeks, which finds no parallel 
since 1866. British consols at this writ- 
ing are 73%, practically the lowest price 
in 90 years. French rentes are 89.17%, 
while at this time last year they were 
94.95, and two years ago, before the 
Agadir incident, they were 99.20. Rus- 
sian and Turkish bonds and Government 
bonds of practically all other nations 
show similar depression. Our call money 
rate is now 4% per cent., while at this 
time last year it was 2% per cent., two 
years ago 2% per cent., three years ago 
3 per cent., and four years ago 2 per 
cent. 

This stringency in money is due in part 
to industrial expansion, but in far greater 
measure to the drain of the Balkan war 
and the hoarding of European investors, 
who are fearful that a far greater con- 
flagration will start. Germany has proh- 
ably hoarded $150,000,000 in gold, 
France $150,000,000, Austria $75,000,- 
000, and the hoarding by investors in 
other countries brings the total amount 
of gold withdrawn from circulation up 
to between $500,000,000 and $600,000,- 
000. A settlement of the Balkan war, 
which seems assured, should allay the 
fears of European investors, and while 








the financial requirements of European 
countries are tremendous, with the set- 
tlement of the war, the monetary situa- 
tion will, in the opinion of international 
bankers, rapidly adjust itself. 

o* * * 


OVERNOR SULZER’S four dollar 
transfer tax bill will, it is an- 
nounced, be allowed to die in committee. 
This was a foregone conclusion. Oppo- 
sition to the bill came not only from 
Wall Street, but from every part of New 
York State, and in fact from all over 
the country. Governor Sulzer was over- 
whelmed with protests, and it will be 
many a day before another such bill is 
proposed by any of our legislators. 
There is some talk in and around Albany 
of proposing a tax on brokers, but if 
such tax is imposed, brokers are almost 
certain to make the burden of it fall on 
clients, either through higher commis- 
sions for doing business or in some other 
manner, for the reason that business has 
been so poor for the past two or three 
years that many and perhaps a majority 
of the brokerage concerns in Wall Street 
have not been paying expenses. 
oh * * 


P. MORGAN’S movements will 

* probably be more closely watched 
from now on than at any previous time 
in his career. Mr. Morgan has practi- 
cally severed all connections from active 
business, but Wall Street, particularly 
the trading element, have made up their 
minds that there must be a crush in se- 
curities when Mr. Morgan dies. I am 
told that although none of the members 
of the Morgan firm regarded Mr. Mor- 
gan’s condition as serious recently, the 
advisability of forming a $20,000,000 
pool to support the market in case his 
condition should become serious was ac- 
tively discussed by interests affiliated 
with Morgan. 























The Situation in the Iron and Steel Industry 


By JAMES H. BROOKMIRE 








HE Iron and Steel industry is gen- 
erally and properly known as the 
basic industry of the country, and 

since the ups and downs in the country’s 
business largely consist in the alternating 
periods of expansion and contraction in 
iron and steel, it is most natural that in- 
vestors look to Steel common to find 
their cue in judging the tendency of the 
stock market. 


The Pig iron industry excels as a 
business barometer. Pig iron produc- 


tion is constantly regulated by human 
volition and may almost instantly be 
increased or checked. The production, 


consumption, and prices of iron and 
steel not only indicate in particular 
the amount of construction work be- 


ing done, but also furnish a reliable in- 
dex of business expansion and contrac- 
tion in general. J[urthermore, the pig 
iron industry usually gives warning of 
approaching security liquidation, this be- 
ing presaged either by a perpendicular 
advance in prices coincident with increas- 
ing production, or by a simultaneous de- 
cline in both production and prices after 
production has been increased without a 
corresponding increase in iron prices. 
Since security liquidation always. pre- 
cedes business reaction, the pig iron in- 
dustry, in its relation to the movement of 
the security market, is a reliable business 
barometer. 
THEORY. 
HE ups and downs in the iron and 
steel industry conform almost per- 
fectly with the expansion and contraction 
of banking credit during successive credit 
cycles, during each of which business 
conditions pass through four stages or 
periods as follows: (1) Improvement, 
(2) Prosperity, (3) Liquidation, and (4) 
Depression. 

The course of the pig iron industry 
through a normal Credit Cycle is as fol- 
lows: In the beginning of the first 
period of the Cycle, the period of Im- 
provement in Business, Production hav- 
ing declined during the preceding period 





of Business Depression, is much less than 
the normal demand. When the outlook 
improves, the marked increase in con- 
sumption exceeds that in production, 
this furnishing a basis for a rise in prices, 
which in turn stimulates production. 

Producers can frequently anticipate 
increased demand, but if production is 
increased when prosperity seems immi- 
nent and there is no recovery in price, it 
indicates that consumers are not ready to 
go ahead, and that the producers have 
made a false move. As genuine im- 
provement appears, however, there is a 
great demand for equipment for factories 
and particularly for railroad building, the 
object of which is to increase production 
and extend the means for the exchange 
of products. After a, time the sources 
of capital available for such purposes are 
exhausted and credit becomes over-ex- 
tended. Business activity becomes in- 
tense and the incessant demand for 
money, materials, and labor causes a rise 
in prices to such an extent as to make 
further construction extremely costly, or 
even unprofitable. Pig iron prices 
undergo a perpendicular advance. 

By this time the consumption of iron, 
steel, etc., is exceeded by production and 
shortly after reaching the maximum, pig 
iron prices decline rapidly. For various 
reasons the manufacturer is reluctant to 
curtail operations, and production con- 
tinues to increase after prices have begun 
to fall. But although there is always an 
interval between a decline in prices and 
a decrease in production, such a reaction 
is bound to come, and hence we can be 
reasonably certain that a period of liqui- 
dation will always follow a period of 
great prosperity. The Cycle has nearly 
run its course having passed through 
three periods, namely, Improvement, 
Prosperity, and Liquidation. The fourth 
and last period of the Cycle, the period 
of Readjustment, then appears, and con- 
tinues until merged with the beginning 
of the period of improvement of a new 
Cycle. 
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THE INDUSTRY SINCE 1900. 

BY referring to the accompanying 

chart it will be seen that since 1900 
the iron and steel industry has passed 
through three cycles, which may at the 
same time be called Cycles of Trade or 
Cycles of Banking Credit. The first two 
of these, the cycles of 1900-04 and 1904- 
08, were typical examples of a normal 
trade cycle, for in each cycle a period of 
trade expansion was forecasted by a rise 
in security prices, and in the years 1902 
and 1 respectively a perpendicular 
advance in pig iron prices was the signal 
for a period of security liquidation, 
which in turn forecasted a reaction in 


business. 

The cycle of 1908-12, however, did not 
develop normally, for although a period 
of improvement preceded by rising se- 
curity values occurred in 1909 as in pre- 
ceeding cycles, business did not continue 
to expand until a perpendicular rise in 
pig iron prices foreshadowed a period of 
liquidation in securities and business, for 
in 1910 the decisions of the Commerce 
Commission against freight rate in- 
creases, together with thé growing un- 
certainty of the status of industrial 
corporations under the Sherman anti- 
trust law, undermined business confi- 
dence and. checked enterprise and expan- 
sion. And when the railroads, the coun- 
try’s largest buyer, proceeded to curtail 
purchases during 1910 and 1911, a de- 
cline in the iron and steel industry began 
which continued until the end of 1911, 
so that the present cycle began early in 
1912 with business well liquidated and 
iron and steel prices about the lowest in 
over a decade. 

With business thus on a firm founda- 
tion and abundant reserves in the banks, 
the time was ripe for expansion, and in 
the fall of 1911 the Steel Corporation 
started out to “get the business,” increas- 
ing its unfilled orders from 3,600,000 
tons on October 1, 1911 to over 5,000,000 
tons on January 1, 1912 and nearly 
8,000,000 tons at the beginning of 1913. 
This rapid increase in orders was largely 
due to the needs of the railroads, which 
had been following a policy of retrench- 
ment and economy for two years, and 
was also stimulated by the bumper crops 
of 1912. The extent to which the ex- 
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port trade figured, however, must not be 
overlooked, for European conditions 
have figured largely in determining the 
trend of affairs in the United States dur- 
ing 1912 and will likely figure as a potent 
influence during the coming year, though 
perhaps in an opposite direction. 

It will be recalled that after the panic 
of 1907 business began to expand almost 
immediately in the United States, though 
a reaction set in at the beginning of 1910 
after only a year of improvement. In 
Europe, however, recovery was not so 
immediate, the after-panic liquidation 
continuing until the middle of 1909, after 
which there was general and marked in- 
dustrial expansion during 1910, 1911, 
and 1912, though now the tail-end of the 
boom seems to have been reached, the 
trend of affairs being indicated by the 
fact that the average level of English 
prices, using the London Economist In- 
dex number, after increasing 28 per cent. 
from the summer of 1909 to the culmin- 
ating point in 1912, has recently been 
showing a reactionary tendency, particu- 
larly in metals and other industrial 
commodities. 

The effect of this European expansion 
upon American conditions has been two- 
fold: In the first place it caused such 
an expansion of banking credit abroad 
that Europe has been drawing heavily 
upon the New York banks for a year 
past, and the resultant scarcity of money 
has compelled our banks to call stock 
exchange loans pretty generally, which 
fact is responsible for the recent decline 
in security values, to an equal or greater 
degree than political uncertainty. 

In the second place, and what concerns 
us here primarily, the industrial expan- 
sion abroad caused a rapid advance in 
foreign iron and steel prices, which 
stimulated a considerable increase in our 
exports of iron and steel during 1912, as 
shown in the table on the next page. 

More direct evidence regarding the in- 
crease in foreign prices during the year 
1912 is furnished by the accompanying 
chart, which shows a perpendicular ad- 
vance in the quotations for British pig 
iron wartrants during 1912, although 
since the beginning of the year 1913 the 
money stringency which bids fair to 
cause liquidation of business abroad, par- 














/ 
THE SITUATION IN THE IRON AND STEEL INDUSTRY. 387 


Iron and Steel Exports from the United States. 


c-—— Tonnage——_ Increase -—— Value———-._ Increase 

1912. 1911. per cent. 1912. 1911. per cent. 

First quarter ....... 574,870 519,641 10.6 $64,728,283 $60,021,174 78 

Second quarter .... 848,153 579,927 46.4 79,635,902 65,843,760 21.0 

Third quarter ...... 804,525 521,321 54.3 73,649,199 58,002,466 27.0 

Nov. and Dec....... 483,952 374,011 29.4 51,679,484 41,043,894 25.9 
ticularly in Germany, has caused a panic FORECAST. 


among foreign pig iron speculators, and 
owing to prospects of a declining market 
all buying in the trade now is for im- 
mediate requirements only. Some idea 
of the extent of credit expansion abroad 
may be obtained from the following 
table, showing the percentage of reserve 
to liabilities of the Bank of England for 
the month of February during the past 
five years: 


Ratio of Reserve to Liabilities, Bank 


First week 
Second week 
Third week 
Fourth week 


eee eee ee eee eee eee eee eee eee 


Average 


Not only is the English gold reserve 
the lowest in six years, but the official 
rate of the Bank of France is 4 per cent., 
the maximum rate during the panic of 
1907, and during the past thirty years 
never exceeded except in two years, 1888 
and 1899, 

Turning our attention to domestic iron 
and steel affairs, it will be seen from the 
accompanying. chart that steel billets 
have had an advance of $9.50 and pig 
iron of $4.00 per ton during the past 
year. It will also be noted that the 
prices of billets at the beginning of 1913 
show firmness while pig iron prices 
showing a softening tendency. The 
question. which the trade is now asking 
is, Does the firmness in steel prices 
presage a continuation of the present 
prosperity, or does the decline in pig iron 
prices foiecast a reaction in business? 
In answering this question it may be said 
that neither view is tenable, for the dif- 
ference in the action of the two markets 
is due to technical conditions in the two 
different uepartments of the industry, 
while the future trend of both iron and 
steel prices can only be judged by a re- 
sort to the study of fundamental con- 
ditions. 


[NX making a forecast the three factors 
of prime importance to be considered 
are crops, politics and money conditions. 
Regarding money conditions, the 
present outlook depends almost entirely 
upon developments in Europe during the 
next few months, and since the state of 
affairs there is still uncertain any fore- 
cast of money conditions at the present 
time must be rather indefinite, or at least 





of England, for Month of February. 


1906. 1908 1911, 1912 1913. 
4612 5450 5325 5294 47.02 
4587 5350 5275 5124 45.80 
4462 5337 5187 4864 4632 
4312 4962 4987 4597 4361 
4493 5275 S193 4970 45.69 





conditional. About all we can say is 
that if European peace is declared, large 
amounts of money will be released from 
hoarding on the Contineat, and the situa- 
tion greatly relieved. If business in 
Europe liquidates sufficiently during the 
coming months, moreover, a_ large 
amount of investment capital would be 
made idle in Europe and the foreign 
banks would be able to send gold to the 
United States and thus assist a continua- 
tion of our present prosperity, perhaps 
well into the year 1914; although if for- 
eign peace is not declared and business 
in England and Germany liquidates too 
gradually to relieve the financial situa- 
tion, we will run into a bad money situa- 
tion next fall. 

Present indications are, however, that 
Europe must liquidate, for not only are 
banking conditions on the Continent 
strained with a credit crisis imminent in 
Germany, but also, although English 
manufacturers are still importing largely 
of raw materials, it is likely that the 
British export trade will soon suffer 
from the effects of the recent commer- 
cial disaster in Austria and the Balkans. 
In fact, we are inclined to interpret the 
recent decline in iron and steel prices in 
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Germany, Holland, Belgium, and Great 
Britain as harbingers of a general trade 
reaction now in prospect abroad. In 
this connection it is worth noting that 
while liquidation in Europe will be 
favorable to business expansion in this 
country in that it will relieve the money 
market, at the same time it must be re- 
membered that the expansion of our steel 
business during the past two years has 
been based measurably upon the export 
trade, so that the steel business will not 
be able to continue its present gait unless 
business in the United States expands 
sufficiently to offset the decline in the 
export trade contingent upon a reaction 
in business abroad. 

Regarding politics it seems pretty cer- 
tain that President Wilson is going to 
push through a program of banking leg- 
islation of a scientific character, and this 
is a. hopeful outlook in itself, and in 
marked contrast with the Democratic 
“free silver” activities of twenty years 
ago. Regarding the tariff, it is expected 
in the long run that the benefits from 
lower duties will about offset any in- 
juries which may result, though if the 
duties are lowered considerably next 
summer it may facilitate the dumping of 
foreign merchandise in our markets at a 
time when Europe is liquidating. In the 
matter of trust prosecution it appears 
that there is some trouble ahead, and 
unless Mr. Wilson’s trust policy is clear 
cut and definite, this may be set down as 
the most unfavorable of political in- 
fluences. 

Regarding crops, it may be said that as 
a result of last year’s abundant harvests, 
a large demand for steel products will be 
forthcoming during the coming months 
both from the agricultural districts of the 
country, and also from the railroads, for 
a large proportion of the crops remains 
to be marketed, thus insuring a large 
amount of traffic to the railroads until 
next summer, which means that orders 
from the railroads will furnish the steel 
industry with a good volume of business 
throughout the present year; and if the 
crops of 1913 are satisfactory, the needs 
of the railroads should guarantee a con- 
tinuation of the present prosperity well 
into 1914, for there is no doubt that they 
are still short of equipment. 
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The following table of freight cars 
ordered and built during the past decade 
indicates that the steel mills will be kept 
busy during the year, for the number of 
cars ordered during the past two years 
has largely exceeded the number built, 
and of the 235,000 cars ordered in 1912, 
110,000 were ordered in the last quarter 
of the year: 


Freight Cars. 


Year. Ordered. Built. 
0 ae 193,439 136,950 
eat rilts Ghee 195,248 162,599 
EE Te 108,936 153,195 
RNS Glin. $45 cde bod 136,561 60,806 
TT ply iy eee 341,315 165,155 
BR re a 310,315 240,503 
Be ida duGeeteuasses 151,711 284,188 
A ee ey ee 62,669 76,555 
A a 189,360 93,570 
Oe ee ee 141,204 180,945 
1911 133,117 72,161 
Eda este eodewe 234,758 152,429 


The Steel Corporation reports unfilled 
orders on hand March 1 at 7,656,714 
tons, a decline of 280,000 tons since the 
first of the year, but 40 per cent. more 
than was reported a year ago and about 
125 per cent. above the unfilled tonnage 
reported at this time in 1911, 3,100,000 
tons. At this stage of the cycle buyers 
generally have their requirements well 
provided ahead so that although specifi- 
cations will be heavy and the consump- 
tion of steel enormous for many months 
to come, it will be a normal condition if 
new business should fall off considerably, 
and especially is this likely at present 
when the uncertain political outlook 
warrants a conservative policy. The 
mills, however, are booked far ahead and 
a further decrease of over- one million 
tons could occur without impeding the 
present rate of activity. 

To sum up: Banking conditions are 
too extended and politics involved in too 
much uncertainty to warrant any definite 
prediction as to the immediate future of 
the steel business. A good year for 1913 
is already assured, however, and if this 
year’s crops prove satisfactory, the out- 
look may be considered propitious, per- 
haps brighter than in any other line of 
business. In fact, the healthy condition 
of the steel industry is our best cause for 
optimism at this time of political and 
financial uncertainty at home and abroad. 























American Railways and the Panama Canal 


By JOSEPH N. FINING 
Secretary of the National Citizens’ League, St. Louis 








[The opening of the Canal will make considerable changes in the railroad situation. 
In this article Mr. Fining, who has made a special study of the subject, explains as to 


what those changes will be.—Ed.] 


HEN the two great oceans are 
connected by the marine high- 
way through Panama, and com- 

mercial nations are favored with a short 
thoroughfare to all the boundaries of 
civilization, it is inevitable that momen- 
tous changes should result. 

Two probabilities—two certainties, it 
might be said, without qualification— 
stand conspicuous. The canal, forming 
a short path, will create new sources of 
supply and new markets, and it will in- 
crease the trade of present sources and 
markets. The second indication is the 
development of new routes of trade. It 
may be assumed that the changes in the 
courses of the traffic movement will be 
regulated mainly by facility and cost. 

As the steam railroads provide the 
conveniences for moving traffic between 
the ports and inland centers, they must 
feel perceptibly the influence of the canal 
in changing freight routes. Were there 
a comprehensive system of inland water- 
ways of deep channel, enabling sea- 
going vesseles to penetrate the interior 
of the United States, the railroads would 
have occasion for some alarm—notwith- 
standing that, in present circumstances, 
commerce does not like slow progress 
in transportation. Without, however, 
strong competition on the inland rivers, 
the steam carriers are compelled to 
acknowledge that transitions relating te 
international commerce will, by changing 
or even revolutionizing the courses of 
trade, force into existence new trunk 
routes on land. 

These new conditions naturally will 
affect the securities of American rail- 
roads. Revenue from transportation con- 
stitutes the vitality of the carriers. If 
the volume of freight increases, and the 
rates for service are what they should 
be, the earning power is magnified ; and, 
by contrast, any substantive or apparent 
diminution of the traffic and revenue 
tends to lower the investment value and 





attack the speculative prices or quota- 
tions of the stocks and bonds. Marked 
tendencies toward signal changes in the 
routes taken by traffic forecast either in- 
creases or decreases, to certain groups of 
carriers, in both volume of freight and 
amount of income. 

The genius that always has guided 
admirably the destinies of American rail- 
roads has exemplified its initiative in 
mastering the fundamental, shifting, 
rather revolutionary problems caused by 
the building of the Panama canal. Di- 
recting executives of the railroads have 
taken precautions against the divers pos- 
sible changes in the trade routes, and if 
any provision of importance has been 
overlooked or omitted, the want is not 
apparent. 

Both diplomacy and strategy are ex- 
hibited in the work done by the railroads, 
in the improvements made, in the exten- 
sions built, in the plans executed, while 
the canal has been under construction. 
The maxim, “in time of peace prepare 
for war,” has been reduced to an actual- 
ity by the carriers of the South and the 
West, as well as by several in the East. 

The struggle for tonnage involves four 
groups of carriers. First in the list 
come the trunk lines running from Chi- 
cago and St. Louis to the Atlantic ports. 
Next, in the territory east of the Missis- 
sippi, are classed the lines running from 
Chicago and St. Louis, and certain in- 
termediate points, like Birmingham, to 
the South Atlantic and Gulf ports. The 
third array includes the lines stretching 
from Chicago and St. Louis to the 
Northern and Central Pacific ports. The 
fourth group comprises the roads going 
down from Chicago and St. Louis to Gulf 
and Southern Pacific ports. 

Vessels, it should be understood, take 
and leave freight at ports on the Atlan- 
tic, Gulf of Mexico and Pacific coasts, 
and from any port to any port they 
may haul merchandise and raw material 
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through the canal. And so it happens 
that the energy of the traffic department 
may succeed in routing freight through 
the port that will give the tonnage to 
that department’s road. The competition 
promises to resolve itself considerably 
into the ability of a carrier to solicit the 
freight at the source. 

Marine transportation is cheap. Con- 
signments to China might go via an At- 
lantic port, or a Gulf port, or a Pacific 
port, although the logical route would 
be via a Pacific port. Freight for Europe 
might be shipped by way of an Atlantic 
port or a Gulf port. Freight for Latin- 
American or Australia might move via 
any port. Traffic originating in the heart 
of the United States, and destined for an 
interior city, might go through one port 
and come back through another, on a 
combination rate between a steamship 
company and two groups of carriers. 

By railroad executives it appears to 
be taken for granted that foreign freight 
originating east of Indianapolis and 
north of the Ohio river will move through 
New York, Baltimore, Philadelphia and 
Boston, and a large volume of the freight 
from St. Louis and Chicago will be re- 
tained by the Eastern trunk lines. These 
carriers had practically completed their 
systems, and they had little need of mak- 
ing special preparations. The paramount 
aim of the Eastern trunk lines naturally 
will be to preserve the supremacy of the 
North Atlantic ports in competition with 
the Gulf ports, or, to be specific, in com- 
petition with the carriers operating to the 
Gulf ports. 

The striking prospect, attributable 
chiefly to the Panama Canal, is the bright 
hope gleaming in the Central South. Al- 
though it is known that the Mississippi 
Valley is the principal agricultural pro- 
ducing territory in America, capital is 
comparatively little acquainted with the 
marvelous industrial resources of this 
great region. Missouri, Illinois, Indiana, 
Arkansas, Kentucky, Tennessee, Ala- 
bama, Arizona, New Mexico and parts 
of Louisiana and Texas, contain virtually 
all the natural resources entering into 
manufacture. The development of in- 
dustrial enterprise in these common- 
wealths will, of course, be a factor in de- 
termining rail trade routes; and, when 
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the development reaches a somewhat bet- 
ter stage, the Gulf ports steadily will 
gain on the Atlantic. 

In the section south of the Ohio river 
and east of the Mississippi river, the rail- 
roads are endeavoring to route freight 
through the South Atlantic and Gulf 
ports. The Southern Railway, operating 
exclusively in the Southeast, offers an 
excellent example of preparedness. This 
line taps ports in the Chesapeake Bay, 
and at four other points on the South 
Atlantic coast, and at New Orleans and 
Mobile on the Gulf of Mexico. It has 
direct lines from St. Louis and Cincinnati 
to the Gulf and an allied road to Chicago. 

Other systems in the Southeast, while 
not quite so extensive as the Southern, 
have strengthened their positions by traf- 
fic agreements with roads to Chicago, St. 
Louis and the grain fields, and their ob- 
ject evidently is to promote the growth 
of the Gulf ports. On account of the 
kinds of freight originated, the South- 
eastern lines have much to gain and 
nothing to lose, by the opening of the 
Panama canal. 

For studied strategy, nobly realized, 
the Southwestern roads are entitled to 
the palm of honor. They have worked, 
and built, and contrived, until their 
maneuvers and achievements have daz- 
zled observers. The late Mr. Harriman, 
Mr. Yoakum, Mr. George J. Gould and 
Mr. Ridley and Mr. Stilwell have demon- 
strated the virility of American executive 
genius. 

As an illustration of preparation for 
the opening of the canal, behold the 
achievements of Mr. Harriman, whose 
farseeing mind looked clearly into the 
future. The Harriman system extended 
from New Orleans to Los Angeles, and 
thence up along the Pacific coast to Seat- 
tle and Tacoma, and from Omaha and 
Kansas City to Portland and San Fran- 
cisco. The lines could convey freight 
from any important point in the Missis- 
sippi Valley to any port on the Pacific 
coast; but these facilities were not suf- 
ficient. It was imperative to have a road 
from Chicago and St. Louis to the Gulf, 
and Mr. Harriman obtained control of 
the Illinois Central. Not yet satisfied 
that every precaution had been taken, Mr. 
Harriman built a line in Mexico, parallel- 
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ing the coast of the Gulf of California, 
down to Tepic, near Guadalajara. In 
this manner Mr. Harriman arranged for 
the rail-haul, and the long haul, from the 
producing centers and originating mar- 
kets of the Mississippi Valley to any and 
every port on the Pacific Ocean, and the 
foremost ports on the Gulf of Mexico. 
The Harriman lines were intrenched 
west of the Mississippi river, and to 
complete them the only work undone was 
the extension of the Union Pacific to 
Chicago and St. Louis—a project which 
competition will necessitate. 

Mr. Yoakum took rank with Mr. 
Harriman in his exploits. By extensions, 
purchases and agreements he equipped 
the St. Louis & San Francisco with con- 
nections to the west coast of Mexico, 
and a line paralleling the coast of the 
Gulf of Mexico from New Orleans to 
Brownsville, at the Mexican boundary, 
where connection is effected with the 
National Railways of Mexico for East- 
ern and Western ports. Probably be- 
fore the canal is opened, he will accom- 
plish his long-cherished plan for a line 
from Memphis to New Orleans, for the 
Chicago-St. Louis-New Orleans road. 

Mr. Gould already had tracks to Gulf 
ports and international crossings at the 
Mexican frontier, affording access to the 
Eastern and Western ports in Mexico, 
and he completed his system by building 
the Western Pacific out to San Francisco. 

The Santa Fe, with Mr. Ripley at its 
head, built a low-gradient line south of 
its main road, and the system touches the 
Gulf and Southern Pacific, as well as 
connects with the Mexican carriers at 
El Paso, 

Mention should be made also of the 
Stilwell road, the Kansas City, Mexico 
& Orient, which runs through the South- 
west to the Mexican port of Topolo- 
bampo. 

All the Northwestern lines are ready 
to protect their interests. The principal 
systems in this territory have built ex- 
tensions to the Pagific coast. The Hill 
railroads probably have the best outlook 
in the Northwest, due mostly to their 
number of termini in the Mississippi 
Valley. In order to gather freight that 
might go either South or East, Mr. Hill 
extended the Burlington down to the 
Ohio river. : 
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Briefly, it may be held that the rela- 
tionship of the American carriers to the 
Panama Canal depends primarily on 
these factors: The sources of supply of 
raw materials and finished products ; the 
markets; international trade competi- 
tion; domestic trade competition; com- 
petition between rail and water carriers ; 
the development of internal traffic water- 
ways; combination service between rail 
and water carriers; the opening of new 
sources and markets; and heavier traffic 
to and from existing sources and 
markets. 

Indications point to closer relations 
between railroad and steamship com- 
panies. Each group of carriers will be 
obliged to protect their own ports, and 
promote the growth of these ports. By 
procedure such as this there will be at 
least no decline in the volume of traffic, 
and therefore no loss of gross revenue. 

It is hard to see how the Panama 
canal could impair the securities of 
American railroads. To the extent that 
traffic and revenue affect securities, there 
seems to be nothing to fear. If the 
business between American ports, by rail 
and water combinations, brings about a 
decrease in the long-haul, transcon- 
tinental rail tonnage, it probably will re- 
sult in an increase of the short-haul 
traffic, and the outcome should be about 
equalized. The additional tonnage to 
and from new sources and markets 
should overcome any other loss that 
might arise. 

Concerning the Eastern, Southeastern 
and Northwestern systems, they may 
count on a profitable tonnage. The 
Southeastern and Northwestern roads 
have the benefit of territorial develop- 
ment, and the Southeastern carriers 
touch both South Atlantic and Gulf ports. 

The Southwestern and Southeastern 
lines, especially those operating through 
the Mississippi Valley to ports on the 
Gulf of Mexico, have the best prospects, 
immediate and future. The development 
of the Gulf ports should help them at 
once, and progress in manufacture is 
their certain outlook. 

Judged by conditions and indications, 
the Panama canal should not influence 
railroad securities adversely, but, on the 
contrary, should be beneficial in enhanc- 
ing values. 
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DITOR of THe MacGazine or WALL 
Street: Mr. Byron Holt’s articles in 
the January and February numbers of 
your magazine concerning the effects 

of tariff revision on the more prominent in- 
dustrial corporations have been of intense in- 
terest to me, as they must have been to all 
your readers. Mr. Holt’s past prophecies have 
come altogether too near a complete realiza- 
tion in these days of social unrest, for us to 
be indifferent at this time to his new con- 
clusions, be they ever so radical. 

However, on studying these articles there 
were two important elements in the situation 
of which I felt uncertain: whether tariff re- 
vision would be as drastic as supposed, and 
whether the actual revision, when determined 
upon, would merely lessen the margin of profit 
(which might subsequently be made up 
through increased consumption due to lower 
prices) to the benefit of the consumer, or 
cripple American industry through actual 
foreign competition supported by concededly 
lower production costs. 

Therefore, I was minded to take one of 
these industries used by Mr. Holt for illus- 
tration, and work on it more intensively than 
he had found time to do, presumably, and 
ascertain for myself whether the democratic 
program was as radical as it looked. 

This, by the way, is no brief for protection 
or any other political idea. My interest, as 
you are aware, is financial. I want to know 
in which direction security prices are headed, 
in advance of their going. 

In the first place, we have every reason to 
believe that sugar—probably both raw and re- 
fined, but at least raw—will be put on the free 
list in accordance with the declared intention 
of Chairman Underwood, of the Ways and 
Means Committee last year. As the committee 
is to be constituted this year, it will be more 
thoroughly dominated by Underwood than 
heretofore. Moreover, the necessary two- 
thirds of the states have ratified the Consti- 
tutional Amendment making possible an in- 
come tax revenue which is avowedly to be 
raised as a_ substitute for the $50,000,000 
revenue now derived from sugar imports. The 
temper of the administration, now that it is 
being tested out in office, leaves no room for 
doubt that measures thovght to be for the 
ultimate good of the people will not be side- 
tracked simply because they are revolutionary, 
or destructive to established values. 

Assuming free sugar then, our chief interest 
is in the cost of production here and abroad, 
for without a tariff wall production will 
ultimately survive only countries producing 
at the lower levels of cost. Transpor- 
tation, at least by sea, offers little impedi- 
ment. It costs less than 1/60 of the selling 


price of a pound of sugar to bring it to New 
York from Cuba, and less than 1/30 to bring 
it from the 


East Indies. The time element 








is unimportant. It is shipped in bulk, and 
often as ballast. 

Figures of production cost that can be re- 
lied on are extremely difficult to obtain. The 
sugar manufacturers are not shouting from 
the house tops or spilling ink over their an- 
nual reports in an endeavor to educate the 
public to an unprejudiced view. Even when 
figures are cited, careful analysis is required 
to determine what are the constituents of the 
figures to make valid a comparison with other 
figures. 

Just as an illustration of the necessity of 
caution, suppose you are sure you have abso- 
lutely reliable and standardized costs of a 
given refined cane and a beet sugar, you must 
not forget that the selling price differential of 
the two will run about 15/100c. a pound in 
favor of the cane. And your costs must be 
of the same season, or better still of, say, a 
ten-year average, for productivity, and con- 
sequently prices, vary greatly in this industry. 

To come to my own conclusions, I have 
read volumes of Congressional hearings and 
reports, placing most weight on reluctant ad- 
missions by recalcitrant witnesses, and least 
on the comments of legislators that are to be 
franked home to western constituents, and on 
the manicured representations of legislative 
committees. 

Now, laying aside the flowers and getting 
down to the corpse, the people of Louisiana 
and Texas cannot raise and refine cane sugar 
for less than 4%c. a pound. That is all the 
cane we have in this country. 

The beet growers of California, Colorado, 
Utah and Idaho, where conditions are the 
best and whence-perhaps 65 per cent of our 
beet sugar comes, cannot put the bulbs through 
factories and get the commercial product for 
less than 3%c. on the average. The beet 
growers of Michigan, Nebraska, Wisconsin. 
Illinois and the other less favored states, which 
grow the remaining 35 per cent., do well if 
they get out the sugar product at an average 
cost of 4-1/10c. a pound. 

However, all this cane and beet which our 
tariff has been so careful to nurture for years 
at the expense of every consumer, is able to 
satisfy only one-quarter of the consumptive 
demand in Continental United States—Hawaii, 
with 485000 tons, and Porto Rico, with 
220.000 tons. give us almost all they produce 
and the Philippines, with 170,000 tons com- 
pletes the American taxfree product. 

Under the Payne-Alfrich act, Philippine 
sugar admitted duty free is 300,000 tons. 
Anything above that would be taxed the regu- 
lar tariff, and if there is an excess, preference 
will be given to producers of 500 tons and 
less. This regulation has thus far prevented 
the erection of refineries there, or the con- 
duct of operations on a large scale. At pres- 


ent one is being built. by the Havemeyers. 
favorable 


With plantations growing under 
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conditions, and sugar mills primitively run 
without effective competition and all labor of 
the cheapest, the Philippines produce incredibly 
cheap if low grade sugar, said to average close 
to Yc. a pound. 

Practically the only other sugar we get 
comes from Cuba, because the duty on foreign 
sugars (1.90c. a pound for refined and 1.685c. 
for raw) is given a 20 per cent preference, 
which reduces the duty to 1.348c. a pound for 
raw. Cuba then supplies us with the balance 
of our requirement, and is potentially capable 
of doubling its output if conditions require. 

But probably conditions would not call for 
doubling under free sugar, since the Philip- 
pines could give us all we needed at a lower 
cost. Figuring in production, transportation, 
and insurance, etc., the Philippines can lay 
down refined sugars in New York at less than 
2%c. probably, even considering the present 
inferior quality of their product. Cuba, with- 
out the duty, would lay them down at 2.84c., 
Santo Domingo at 2%c., Java at 2.68c. and 
Continental beet sugars could reach us, pro- 
vided they were permitted by their respective 
countries and the Brussels Conference, at 
somewhere between 2% and 2%c. 

The Panama Canal will facilitate entrance 
at the most convenient ports of sugars from 
the Orient, and also will facilitate the trans- 
portation of West Indian sugars to the Pacific 
Coast. It will be seen from the above figures 
that there is practically no hope, under free 
sugar, of saving the Louisiana and Texas cane 
industry, or, for that matter, of saving a large 
part of the beet industry. There is trust- 
worthy testimony that the most favored fac- 
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tories in California are able to produce under 
3c., and it may be true in a few isolated cases 
east of the Rockies, but the production cost 
of the larger part of the beet factories is peril- 
ously high as compared with the cost of West 
Indian and Occidental cane. 

Railway transportation, however, enters in 
as a factor east of the Rockies, where the 
railroad cost of obtaining imported cane from 
the seaboard may average “4c. a pound or 
more. But when all is said and done, we have 
every reason to believe that the American beet 
industry will suffer a permanent set-back and 
lose a position never to be regained, even after 
readjustment to new conditions of competition. 

There has been good reason then for the 
decline in the price of American Beet Sugar 
common, which, about the time of Mr. Holt’s 
article, was selling around 50, but is now below 
30. The American Sugar Refining Company 
is not likely to be affected so seriously, for, 
although they have a substantial interest in 
the beet sugar industry, their major source of 
income is in the refining of cane. I have not 
looked very thoroughly into this aspect of the 
matter, but I believe that the bulk of our 
imported sugar is as likely to be refined by 
American capital in the future as in the past 

If Mr. Holt’s conclusions regarding the 
effect of the tariff on the steel and other in- 
dustries are as sound as they appear to be in 
sugar, our security markets do well to discount 
thus early and radically the severe commer- 
cial and financial readjustments that, whether 
for our ultimate good or not, are immediately 
before us. 

LAWRENCE CHAMBERLAIN. 
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BOUT a year ago the above sub- 

A ject was discussed in this maga- 

zine and attention was called to 

the rapid increase in imports of gold into 
India in 1910 and 1911. 

This tendency continued to be even 
more strongly observable in 1912. We 
present herewith a chart* showing the 
total of the world’s gold production and 
net imports into British India year by 
year from 1890 to 1912, so arranged 
as to indicate at a glance the propor- 


*The figures upon which this chart is based were 
compiled rom official statistics, not readily accessible 
(so far as India’s gold movements are concerned) on 
this side of the Atlantic, by James S. H. Umsted, 
who, in Financial America and The Forum, was one 
of the first financial writers in this country to direct 
attention to India’s gold absorptions and to their 
economic importance in recent years. 


tion of India’s imports to the total. 

In a word, the Indian absorption of 
gold is today about 25 per cent. of the 
worlds’ production, against less than 10 
per cent. ten years ago. The subject has 
attracted the attention of many students. 
Moreton Frewen, the English economist ; 
Director Roberts, of the United States 
mint; and more recently Sir Felix 
Schuster and Sir Edward Holden, in 
addresses before their respective bank 
meetings, have emphasized the impor- 
tance of this new development. 

Sir Edward Holden speaks i in terms of 
considerable alarm: 

“Why have we and other countries not been 


able to obtain and retain more gold? The 
answer is because it has been taken by India; 
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and if other countries continue in future to in- 
crease their trade without being able to in- 
crease their gold, then a crisis similar to, or 
even greater than, that in America in 1907 will 
assuredly take place, which. will cause loans to 
be called in, credits to be contracted and great 
losses to ensue. Gold is now coming more into 
use in India, and there is little probability of 
reverting to the free coinage of silver, as some 
would wish. We are therefore face to face 
with a serious gold proposition.” 

A Liverpool house, Bigland Sons & 
Jeffreys, puts the whole matter in suc- 
cinct form as follows: 


“The 300,000,000 of people in India refuse to 
bank their savings, and, having recently enjoy- 
ed extremely paying prices for their produce, 
they have all the more to put by, which is be- 
ing done persistently by hoarding gold. 

“We fail, however, to see any remedy to 
stop the present situation in India. It is, so 
far as currency is concerned, almost as serious 
as if one-fifth of our _ supply was cut off. 
At present it is being literally buried, and the 

ing community have no means to stop 
the leakage. These same millions in American 
or European hands would circulate and fruc- 
tify; hoarded by the natives of India they are 
absolutely dead, until a time of need or famine 
forces the holders to bring the gold into the 
market to purchase necessities. 





“The menace of restricted finance threatens 
us at the opening of 1913, and must act as a 
preventive of speculative buying of both stocks 
and commodities.” 

A number of causes unite to produce 
this steady absorption of gold. The 
hoarding of money has always been a 
common practice in India. Banking 
facilities in many regions there are poor, 
and even where good banks are available 
the people often prefer to hoard cash. 

Formerly this hoarding was in silver, 
as that was the standard money of India. 
But free silver coinage was discontinued 
in 1893 and the country was put on a 
gold basis. The inhabitants have be- 
come gradually more accustomed to the 
use of gold as money and now their 
hoarding takes place in the form of 
gold. 

The tax of eight cents an ounce now 
imposed on silver imported into India 
of course tends to check such imports, 
and to lead to the settlement of trade 
balances in gold. 

Again, the excess in the exports of 
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merchandise from India over the im- 
ports of merchandise has increased 
greatly in recent years. For the past 
two years this excess has been at the 
rate of about $300,000,000 a year. Con- 
sequently the trade balance to be settled 
results in large payments of cash to 
India, and, owing to the duty on silver, 
this cash is practically in the form of 
gold. 

It is also true that gold & in far larger 
use as money than formerly. The Comp- 
troller General of India states in a recent 
report that “the popularity of the sov- 
ereign as currency is greatly on the 
increase.” 

Briefly, gold is now the standard 
money of India and, as exports are ex- 
ceeding imports far more than ever be- 
fore, more gold has to be sent to that 
country to pay the balance, and a 
good deal of the gold is hoarded, so that 
it does not come back again into the 
world’s stock of gold. 

So far as the rest of the world, out- 
side India, is concerned this condition 
is about equivalent to a reduction in the 
world’s total gold production of 25 per 
cent. This is an important considera- 
tion and if continued will unquestionably 
have a noticeable effect on the gold avail- 
able for bank reserves in commercial 
countries. In times of easy money, when 
there is plenty of gold available, the 
absorption by India is unimportant; but 
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when a stringency arises, the loss of all 
this gold is felt. 

Nevertheless it would be easy to over- 
estimate the importance of the subject. 
In a general way, the world’s credit is 
based on the world’s stock of money; 
and annual production is only a small 
part of this total stock of money. 

In 1911—the latest figures now con- 
veniently available—the world’s stock of 
money was approximately $12,500,000,- 
000 for the principal countries, of which 
$6,700,000,000 was gold. The total 
Indian absorption of gold in 1912 was 
about $122,000,000—less than 2 per cent. 
of the world’s stock of gold and less than 
1 per cent. of the world’s total stock of 
money. 

This is enough to be felt, to be sure, 
but looks far less sensational than when 
it is stated as 25 per cent. of the annual 
world’s production. Indian absorption, 
even if it continues at the present rate, 
will be felt only as one of those slow 
forces whose effects are felt over a con- 
siderable period of years. 

Hence if Sir Edward Holden’s gloomy 
predictions come true (and it is a notice- 
able fact of history that predicted panics 
usually fail to arrive on schedule time) 
many other causes besides India’s large 
imports of gold will combine to produce 
that result. In fact it is not too much 
to say that the Indian absorption would 
be only a small element in the whole 
situation. 








Distribution of Whiskers 








HE following story in regard to ex-Sec- 
retary Leslie M. Shaw has been going 
the rounds: 

“I was speaking to a filled hall in Seattle, in 
the campaign of 1896, and had almost fin- 
ished,” said Shaw, “when a long-whiskered 
man arose about the middle of the hall and 
held up his hand, saying he wanted to ask a 
question. 

““Go ahead,’ I said. 

“‘*How then, Mr. Speaker, do you explain 
the unequal distribution of wealth?’ was his 
question. 

“When I answered him, ‘In the same way 


that I explain the unequal distribution of 
whiskers,’ Bedlam broke loose. 

“As soon as I could get quiet restored, I 
said: ‘Now don’t think I returned the an- 
swer I did to make fun of your whiskers. 
You will observe that I have ne whiskers, as 
I dissipate them by shaving them off. Nature 
gives me abundance of whiskers, and if I con- 
served them as you do, I also would be abun- 
dantly supplied. Now, it is the same way 
with money. The man who conserves his 
money has more than his share, as with whis- 
kers; while the man who dissipates his money 
is without his allotment.’” 
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CHAPTER VI—MECHANICAL AND GRAPHICAL METHODS 











BVIOUSLY there are as many 
methods of forecasting business 
conditions as there are men who 

forecast with reason, since no two per- 
sons have exactly the same mental 
processes. But assuming the common 
material that we find generally accepted, 
it is desirable for the sake of uniformity 
to describe the method of some particular 
man or organization which has standing 
in the Street. Personally I am under 
special obligation, for what knowledge of 
this subject I possess, to one of the three 
systems* referred to in the earlier chap- 
ters, and it is therefore both natural and 
proper that I describe that particular ser- 
vice. 


A METHOD OF GRAPHIC PRESENTATION— 
THE MECHANICS OF STATISTICS. 


A better idea may be gained of the im- 
mense labor involved in creating a science 
of financial statistics and of the possibili- 
ties of presenting clearly the intricate re- 
lations of these financial facts, if we 
understand the mechanics of such a sys- 
tem. 

In the first place the labor of mathe- 
matical computation is reduced to a mini- 
mum by the use of machines that perform 
the arithmetical functions of addition, 
subtraction, multiplication and division. 
Of recent years the Germans have per- 
fected trustworthy assistance of this kind. 
Then there are other machines which 
convert actual into percentile figures. 

Considerations of policy make it inad- 
visable to describe-mechanical short cuts 
and other devices in detail; but it may be 
said that thousands of dollars can well be 
invested in the equipment part of the 
plant of a statistical service. In fact, 
while we are speaking of plant, the capi- 
tal invested may well run into six figures 





*The system Mr. Chamberlain consults, and in part 
describes, is the Financial Graphic service. The other 


two ee systems are the Brookmire service and 
bson service. 


the 





after a few years without wasting any 
money. 

The system described here as an illus- 
tration is built up, physically, on the 
loose-leaf principle. Each set of facts is 
presented in graphic form on separate 
translucent sheets of quarto size. Being 
removable from the binder one sheet may 
be superimposed on another for compari- 
son of the two graphs; or the sheets may 
be placed face to face when the correla- 
tions are inverse rather than direct. If de- 
sired they may be held before a light for 
greater clarity. The sheets are num- 
bered for restoration to their proper place 
in the binder and they are grouped into 
the three large divisions that compose the 
three phases of the business cycle as 
classified in previous chapters. Other 
sheets without charts, but containing 
“actual” as distinguished from percentile 
figures, and still others with explanations 
of the economic theory and its applica- 
tion to charts, are included in the binder. 

Besides the usefulness of this form of 
mechanical presentation for ease of com- 
parison, it lends itself most readily to the 
replacement of old sheets with new, as 
more recent figures are available. 

Although, as the name implies, this 
service relies on the graph. or line to 
visualize and assimilate statistics, never- 
theless it places on the sides of the sheets 
the figures themselves in “percentage of 
normal” form (which will be explained 
presently) and in many cases also in 
“actual” figures. 

Since figures are more easily read 
across the page than up-and-down, the 
closely-set faint horizontal lines into 
which the sheet is divided represent 
months or quarter-years, as the time scale 
warrants, and against the time is set the 
average figure for the time, either in 
actual or percentage-of-normal form, or 
both. Progress down the page, there- 
fore, represents passage of time. Prog- 
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ress across the page, in consequence, rep- 
resents variation from the normal or 100 
per cent. line set in the middle of the 
page. Faint perpendicular lines as 
guides are set 1/5 per cent., 1 per cent., 
10 per cent. away from the normal line, 
or any other per cent. demanded by the 
scale. In superimposition 100 per cent. 
is laid against 100 per cent., taking care 
that month and year horizontal lines are 
laid over the same month and year lines. 

The result of this pictorial method is 
that line fluctuations are from left to 
right rather than up- and-down as ordi- 
narily, and one has to accustom one’s self 
to the innovation which, mechanically, is 
very superior to the usual method. That 
is to say, right represents increase and 
left decrease, rather than as in the cus- 
tomary way, with up representing in- 
crease and down, decrease. 

There is one objection to the use of 
lines for representing variation, and the 
proprietors are fully aware of the force 
of it. “More than one set, of forces is 
often at work tending to produce change 
in any given trend. This makes it de- 
sirable to get away from any habit of 
thinking of the graphics as mere lines, 
some of which tend to change ahead of 
others, and to get, instead, a clear con- 
ception of the economic forces which the 
lines represent, so as to be able to weigh 
their probable effects in combination with 
one another and with the special factors 
which make up the individual’s own per- 
sonal basis of judgment.” 

An attempt has been made in another 
service to represent force pictorially, by 
configuration of the area between the 
base or 100 per cent. of normal line and 
the fluctuating line, but in my opinion 
area variation is not the same true picture 
of force variation that line variation is. 

Force at any one time, such as now, 
works instantaneously—in one sense not 
cumulatively. When a trolley car of a 
certain weight going at a certain speed 
(force) hits a wagon, it makes no differ- 
ence in the effect whether the car had 
been going at that rate for a foot or a 
mile, for a minute or an hour. The mo- 
ment we consider areas of force, in which 
one dimension is a time factor, we at- 
tempt to take into consideration past 
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force and give it as much weight as 
present force. 

If business were delicately hung, like a 
pendulum, on some fixed suspension like 
an invariable quantity of gold money, 
then perhaps we might go to physics suc- 
cessfully, for the area principle of equi- 
librating action and reaction, but the 
complex business cycle has no center and 
no fixed revolution to make valid this 
geometric concept of area. 

Sometimes it is desirable to picture on 
the same page two or more sets of figures 
that are closely related; for instance, 
gross earnings of railroads, net earnings, 
and maintenance. In that event a solid 
line, a hollow line (parallels) and a 
dotted line will graphically distinguish 
the sets of figures on the sides of the 
sheet, which they represent. 


A METHOD OF REDUCING MISCELLANEOUS 
FACTS TO COMMON BASES. 


Since our best method of anticipating 
future performance is by studying past 
performance, under similar circum- 
stances, of the various materials at our 
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command, we have examined the me- 
chanical helps to constant comparisons. 
That is looking at the matter from a 
physical standpoint. Let us now look at 
it from a mathematical standpoint. 
Assume that we want to discover if 
there is any manifest relation between the 
output of pig iron and bountiful crops, or 
between bountiful crops and railway 
earnings. Obviously we cannot success- 
fully compare tons with bushels or 
bushels with dollars. All these phe- 
nomena must be reduced to some com- 
mon denominator of value before they 
can be compared one with another. The 
decimal system steps in and saves us. If 
everything is reduced to a percentage 
basis, everything is on common ground. 
But 75 per cent., for instance, has 
meaning only as 75 per cent., or three- 
quarters of something. What shall that 
something, or 100 per cent. be? 


NORMAL EXPERIENCE—THE TEN YEAR 
AVERAGE. 

Obviously fluctuations of prices, quan- 
tities, ratios, or what-not should be re- 
lated to some given price or quantity or 
ratio which might be considered normal. 
Normal experience is the average price 
(or as in the “axis of growth,” below, 
the average tendency of price), quan- 
tity or ratio which has obtained over 
a given period of time. Since recent ex- 
perience is more likely to prevail in the 
forthcoming years than experience which 
is half a century old, we should measure 
back the given period to serve as the 
base, from approximately the present 
time. The chief difficulty, then, is to 
ascertain how far back one shoald go in 
averaging for “nornaal experience.” 

Too short a period my produce as a 
base an ephemeral, extraordinary experi- 
ence out of all keeping with what usually 
happens over the decades. If in com- 
modity prices we took the average for the 
past six months, or the year, we should 
produce as a normal 100 per cent. line a 
high-record level without parallel for 
decades. 

Too long a period back produces an 
average affected by conditions that may 
have passed away for all time. The 
stock of gold money in the United States, 
and (if a chart is kept of gold produc- 
tion) the supply of gold, have materially 
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altered in volume since the early nineties. 
If in a chart of gold we allowed our nor- 
mal to be affected by the supply prior to 
the nineties all present figures would ap- 
pear extravagant. It is an open question 
whether the period on which normal is 
based should be of the same length and 
even synchronous for the several sets of 
conditions, or whether each period should 
be determined by what seems statistically 
sound for that period. This service has 
chosen a uniform, recent period of 10 
years: 1898-1907. 
THE “AXIS OF GROWTH.” 

Some sets of figures, by their very 
nature, are not likely to increase or 
diminish indefinitely. The ratio of loans 
to deposits fluctuates with the season or 
with business conditions generally, but it 
does not grow with the growth of the 
country. For such material the base of 
10 years’ experience obtained by averag- 
ing is proper as it now stands. 


en, however, there is marked 
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growth as in gold supply, or volume of 
reserves, the element of growth has to be 
removed from the figures so that the 
chart will show, not increase above or de- 
crease below any given volume, but in- 
crease above or decrease below the 
amount of volume we should expect at 
the given time based on experience. 

Then the straight, perpendicular base 
line on the translucent sheet will be a 100 
per cent. or normal line not determined 
by a ten year average volume but by a 
curved line which most nearly coincides 
with the “actual” volume, as it shows 
change over the years. 

To determine the normal, expected 
growth which must be eliminated, a 
longer period may well be chosen than in 
the case of the “10 year average” base. 
Thirty years has been chosen by this 


service, mainly from practical considera- , 


tions. Many sets of figures are not 
available for a longer period back. 
Moreover 30 years is a well-balanced 
period in which constructive and destruc- 
tive forces each have had fair scope. 

For some material 60 years may prove 
a sounder base on which to predicate 
future normal experience. The accom- 
panying charts illustrate, in the case of 
the Bank of England Reserves, an at- 
tempt to determine whether a 30 year or 
a 60 year curve will plot a fairer average 
for expectation. a-b-and c-d are 30 year 
and 60 year axes respectively and the 
broken line represents the changes from 
year to year in average reserves. 

The plotted curve that most frequently 
crosses and recrosses the lines of actual 
experience is the truest base. In Chart 
A from 1882 to 1906 we should decide on 
a 30 year axis of growth, but the record 
from 1906 on inclines us to a belief in the 
60 year axis. 

In Chart B the 60 year curve of growth 
c-d becomes the straight perpendicular 





399 


base c-d of normal experience. Likewise 
in Chart C the 30 year curve of growth 
becomes the perpendicular base a-b of 
normal experience. 

The principles involved in finding the 
base line or axis of normal experience 
are not new to geometry or engineering. 
But the application of them to the study 
of business conditions is recent, and 
should be given publicity together with 
every other effort to dispel the average 
man’s prejudice against scholarship in 
business. 

THE OUTLOOK. 

The inclusion of the charts makes de- 
sirable a most brief statement of condi- 
tions. Gold, which is the basis of all 
business, is leaving us far more rapidly 
than business is receding. There has not 
been a time since 1907 when the situation 
verged on the acute, as at this moment. 


(To be continued.) 


NOTE.—In the above article Mr. Chamberlain expresses his opinion in favor 
of the “Line method” of presenting statistics. In our next issue the Babson Statis- 
ticial Organisation, which uses the “Area method,” will give reasons for preferring 


that system.—Eb. 

















What an Investor Ought to Know 
Xll1I—Some Facts the Balance Sheet of an Industrial Company 
Reveals 
By FREDERICK LOWNHAUPT 


[Under the above title we are presenting a series of articles treating fundamental 
facts that are either never learned by many investors or apparently overlooked in the 


purchase of investments. 


Without a knowledge of the basic principles underlying the 
science of investment, rational selection is émpossible. 


The aim of these articles is to 


give facts in readable form—facts which in themselves are technical, but which, co- 
ordinated, explained and placed in proper relation to each other, are both interesting 
and easily understood. The subject discussed in the March issue was “Some Facts 
Study of a Railroad Balance Sheet Reveals.” ] 


: ear balance sheet of an industrial 


corporation is often a much more 

vital consideration than the in- 
come account. Of course, there is al- 
ways a large degree of importance at- 
tached to this latter exhibit, but it does 
not show enough. It shows just how the 
company is going along in its operations, 
how much business it is doing currently, 
and what the results from this business 
are, how well the management of the 
concern is keeping expenses under con- 
trol and how efficiently the business is 
being managed, but it does not show 
some other very important facts that it 
behooves the investor to know. 

For a long time past it was the prac- 
tice of many of the industrial corpora- 
tions to make out their balance sheets at 
the most favorable time of the year ; that 
is to say, they would make their annual 
reports at such a time as would show 
the very best position with respect to the 
cash resources of the company and the 
strongest working capital. 

Take, for instance, the case of one cor- 
poration that for some time made its re- 
port in the early autumn. This was done, 
apparently, because at that time it had its 
treasury full of cash, having had a large 
percentage of its bills receivable liquida- 
ted and many of its accounts payable set- 


tled, and could consequently show a very 
handsome position with respect to work- 
ing capital, the most of which would be 
cash, a most desirable situation. 

The average man who read that report 
had no idea that within two or three 
weeks after the publication of the report 
the situation had changed entirely, and 
that the company had almost completely 
dispersed the cash and had outstanding, 
beside, a considerable amount. of bills 
payable. There can be no serious crit- 
icism of the company because it issued its 
report at that time, for it might be said 
that one time was as good as another, but 
the fact that the showing was of so dif- 
ferent a nature at that particular time 
than a little later would easily have led 
the uncritical investor to wrong conclu- 
sions. 

It is satisfactory to note that the indus- 
trial corporations are more and more 
coming to a point where they are issuing 
their reports as of December 31. When 
this is carried out to its fullest develop- 
ment it will enable a comparative study 
of reports of a group of corporations of 
one mdustry, but, of course, will not 
materially aid in comparison of reports 
of various and diversified industries. 
Everyone knows there are seasonal peri- 
ods in many industries which work vital 
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changes in the income accounts and bal- 
ance sheets of such concerns over com- 
paratively short periods. 

‘There are times when a good deal of 
raw material is being bought, which fact, 
of course, would give one complexion to 
the balance sheet, and there 1s another 
time when a good deal of this raw ma- 
terial has been worked up into finished 
product which has been contracted for. 
Chis latter situation would not always 
change the situation with respect to the 
balance sheet materially, for the same 
material that appeared in the balance 
sheet as inventory when it was in its raw 
state would again appear in the sheet 
under inventory, but would at this stage 
of the operation be much nearer to the 
money to be received therefor than at 
the previous time. 

Then there is still another time with 
some corporations when bills receivable 
and cash are coming in for the completed 
product and the product is disappearing 
from the shops, all of which puts still a 
different aspect on the balance sheet, for 
it makes the inventory go down and the 


bills receivable and cash go up, which is 
the better condition. 

The amount of information an investor 
can glean from a balance sheet obviously 
depends upon the fulness with which 


that document is presented. There are 
too many corporations that are giving 
skeleton balance sheets from which the 
investor can get nothing of the vital 
points about which he is concerned. In 
an industrial company the balance is the 
unerringly true reflection of conditions in 
a larger and more important sense than 
in the railroad business. There are cer- 
tain factors in the railroad business which 
are entirely dependent upon different 
considerations than hold in the industrial 
world. 

Let us explain this in this way: In 
the transportation business there are cer- 
tain principles that affect operation which 
form the basis of action and relieve vari- 
ous officials of exercising that degree of 
personal judgment which holds in other 
business. This is not to say that these 
officials could carry on their work with- 
out good judgment, but we all know that 
the railroad business is more completely 
every year being reduced to something of 
an exact science. In the industrial world 
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this does not hold to anywhere near that 
extent. In that field the personal element 
enters to a very large degree, so much so 
that in a number of instances the heads 
of the concerns are insured for the bene- 
fit of the corporation. 

There should be a fine balance between 
the various items and groups of items in 
the industrial balance sheet. 

lake for instance the question of the 
amount of working capital and the gross 
business done. There is no definite rule 
whereby the exact relationship can be es- 
tablished. The proportions vary greatly, 
depending upon the character of the busi- 
ness. lhe packing business, for in- 
stance, can be conducted very success- 
fully on a working capital of an amount 
equal to one-fifth the gross business done. 
Some of the larger packing concerns do a 
gross business of approximately $250,- 
000,000 on a working capital of one-fifth 
that amount. This proportion in other 
lines, say, for instance, the harvesting 
machinery concerns, would be well nigh 
impossible. 

The secret is that the packing business 
turns its working capital over so fast 
that it can use the same dollar practically 
five times in one year. That is to say, 
the dollar put into its products comes 
back in the form of cash in a little more 
than two months. It would be manifestly 
impossible for a concern to maintain such 
a rate of turnover where the money goes 
into raw material and comes out finished 
product many weeks afterward and lies in 
inventory many weeks more. An illus- 
tration of this is the automobile business. 
Excepting where the orders are all in ad- 
vance there is always a large amount of 
money tied up in raw material and in 
finished product in the shape of machines 
in show windows and stock rooms which 
does not come back for a comparatively 
long time. 

A study of the balance sheets of these 
various concerns does not disclose any- 
thing with respect to a principle that 
would be deduced, but it does show the 
diversity of proportions that exist in this 
respect. Of course, it is not always possi- 
ble to make such a study, inasmuch as 
many of the industrial corporations do 
not report their gross business and there 
is no way of getting the figure. 

The investor who studies the relation 
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between gross sales and working capital 
in the way suggested, learns that the cor- 
poration which must keep a large work- 
ing capital in proportion to the sales is 
the one which would be watched more 
carefully than the one which has a highly 
liquid business, and therefore may get 
along on a different scale. 

The writer has in mind one corpora- 
tion which is doing a magnificent business 
and apparently had a sufficient working 
capital, but when many people were least 
suspecting it this concern was badly in 
need of more capital because too great a 
proportion of its so called quick assets 
were represented by bills and accounts 
receivable which simply could not be 
realized on to the extent necessary to get 
additional money to meet the expanding 
business. 

So this is a point which the investor 
does well to consider when studying the 
industrial balance sheet, namely, the size 
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of the bills receivable item. He may 
well study the proportions between this 
item and the working capital and then as 
a second consideration take into account 
whether the bills received are of the long- 
time variety or not. There are some 
classes of business that operate on long- 
term credit to their customers. The agri- 
cultural implement makers are among 
these. Some of the bills they receive run 
for a considerable time, say three or four 
years, and then again quite a few of these 
bills are renewed when due. 

An illuminating study may be made of 
this general matter of the amount of bills 
receivable and their proportion to the 
gross business done and the proportion to 
the working capital. Here again no def- 
inite rules can be laid down. There are 
always peculiar conditions existing in an 
industrial concern that bear upon the pol- 
icy of the corporation in respect to taking 
bills and accounts receivable. 
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Will Stock Declines Drive Investors to 
Bonds? 


tond men are watching for signs that in- 
vestors as a class have turned from the flood 
of preferred stocks that has inundated the 
market over the past four years and have 
once more set themselves to the straight and 
narrow course of buying only bonds, whether 
they be of the most conservative character or 
not. The basis of hope for the bond men is 
the action of the stock market over the past 
four months, the last two months particularly, 
wherein many of the newer preferred stocks 
have had heart-breaking declines. Examples 
as might be cited where stocks have fallen any- 
where from ten to forty points and have put 
their holders in anything but a pleasant frame 
of mind, these are the basis of bond men’s 
predictions that the reign of preferred stocks 
is temporarily over. It may be over, but this 
depends somewhat on whether such stocks 
have been absorbed into investment channels 
or whether large amounts are still held in 
speculative accounts. If they have been pretty 
well taken up by investors strictly for income, 
it' may be a while before their attitude toward 
bonds is apparent. It may become strongly 
apparent after the stocks have been at low 
prices for a long time. The question is as to 


how many of these investors have already be- 
come so thoroughly frightened that they have 
experienceil a complete change of mind and 
will henceforth for some time seek only the 
safer investments, or at least those which 


cannot, under any ordinary circumstances, de- 
cline ten to forty points in almost as many 
days. 
Blue Sky Legislation Over the Country. 
Kansas led the procession and made so 
much noise about it that the so-called Blue 
Sky legislation enacted in that state for the 
benefit and protection of legitimate dealers in 
investment securities, has made itself felt 
throughout the length and breadth of the land. 
Some thirty states have patterned legislation 
after the bill that went through the Kansas 
legislature and have worked out many varia- 
tions of the idea embodied in that statute. For 
those unfamiliar with the import of this bill, 
it may be said that it was enacted to prevent 
floating of fraudulent securities in that state. 
Some very rigid provisions were included in 
the bill and so far as Kansas is concerned 
security dealers over the country see no reason 
for a radical modification. But many of them 
have come to the conclusion that the type of 
statute that fits Kansas does not fit all the 
states and accordingly they are calling atten- 
tion of lawmakers to the necessity of going 
carefully in enacting a bill like this for fear 
it may affect the legitimate interests of bond 
dealers of integrity. It is only natural that, 
with so many groups of men of so many points 
of view, there would be modifications of any 
general set of regulations, and some bills not 
very carefully drawn. It is this character of 
legislation that the sound and responsible in- 
vestment houses fear, for once such statutes 




















are put upon the books it would not be an 
easy matter to erase them, at least for some 
months. The investment dealers of the 
country are therefore. concerned that the blue 
sky legislation offered all over the country 
should be built in a conservative manner. It 
will be recalled that in a previous issue of 
this magazine mention was made of the outline 
legislation that was prepared by the Invest- 
ment Bankers’ Association as a guide for the 
various states. They want legislation on this 
topic to be strict and thoroughly protective, 
but they are solicitous that it should be so 
drawn that it does not unwittingly defeat its 
own ends by harming legitimate dealers. 


Will the Preferred Stock Movement Live 
Much Longer? 


The evolution of the preferred stock from 
its earliest days, when it was preferred very 
largely as to dividends only, without and 
special provisions as to preference in other 
respects, is no less interesting than the ques- 
tion whether the preferred stock movement 
will live much longer. As preferred stocks 
are issued today, they resemble about as much 
as anything the income bonds and debenture 
bonds of former days. Of course, the newer 
stock generally bears a somewhat higher rate 
of dividend than most of these bonds, since 
it is a stock in name as well as fact. The 
question now being discussed is whether the 
second rate bonds will not come into favor 
once again and that before a great while. 
It has been a question often with corpora- 
tions when financing during the past three or 
four years, whether they would issue some 
second rate bond or use the preferred stock 
which had become so popular. The market 
favored the latter type of security and it was 
sent out. And the corporations were very 
glad of it. This situation relieved them of 
definite interest charges and gave them a loop- 
hole through which they could crawl in the 
future if the worst came to worst in their 
income account, under poor business condi- 
tions. A movement toward second-rate bonds, 
of course, would not include such securities 
as income bonds, as these are generally issued 
under special circumstances only. It may in- 
clude more debenture bonds and some more 
of the general type. 


The Question of Undigested Securities. 


One of the live questions of the hour has 
to do with the amount of undigested securities 
hanging over the market. Over the past three 
or four years there have been billions of se- 
curities issued and a large part of them have 
been easily syndicated among dealers. But as 


the security dealers are aware, there is a some- 
thing further to be done after the securities 
are distributed to the syndicate and set down 
opposite the names of investment dealers as 
having been sold. The campaign of distribu- 
tion is not so quickly over. 


This fact is re- 
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called by many now and they ask how much 
the question of undigested securities has to do 
with the present state of the bond market. 
There are periods every few years when the 
bond market falls into a condition of quietude 
and apparent lifelessness that is mistaken for 
a cessation of demand. So many dealers and 


critics of investment conditions take for 
granted that if there are not immense totals 
of securities going out every month under the 
heading of new securities, the bond market is 
suffering from some radical trouble. As a 
matter of fact there are large amounts of 
securities still in the hands of the syndicates 
and that may not be distributed for some 
time. A period of rest in the issuance of new 
securities is always a good thing for the mar- 
ket. To be sure there has been no decided 
let-up in the issuance of new securities over 
the past few months, but it will be found on 
close analysis that a large part of these se- 
curities have been put out for refunding pur- 
poses. When we see signs of a reviving in- 
terest in bonds, indicating a large and strong 
market, it may safely be inferred that the 
period of rest and recuperation for digestion 
of the great mass of bonds has passed. 


Are There Any Signs of a New Bond 
Market? 

That the bond men watch every straw to 
see which way the wind is blowing is evident 
from the fact that some of them have in- 
terpreted the trading in bonds on the New 
York Stock Exchange as indicating that some- 
thing better can be expected of the bond mar- 
ket in the immediate future. Trading on the 
board in old established and high grade in- 
vestment issues has increased somewhat over 
the past two months. These bond men have 
taken this as a sign of the renewed interest 
that they believe is being manifested in bonds 
and have looked for strong evidences of it 
in the outside dealings. Of course, every bond 
house is always doing business; in fact some 
of them say right now that they are enjoying 
a very good streak of buying. But in_ its 
broadest aspect the bond market is not up 
to this condition. There is no doubt much in 
their diagnosis of the situation, but they have 
apparently forgotten one aspect. And that is 
that there have been many delayed issues of 
securities on account of the condition of the 
money markets. If so many security issues 
had been brought out as have been contem- 
plated over the past three or four months 
there might have been less buying on the 
Exchange and the funds would have gone 
into the newer securities. The question that 
arises out of this fact is whether, when the 
new securities do come on the market, there 
may not be a selling of the listed securities 
to take up the newer ones. Whatever may 
be the result a little while later, good buying 
in the open market now has the effect of 
stimulating sentiment, and bond men have a 
very good argument to present to investors 
as to the timeliness of getting into bonds. 











The Bond Buyer’s Guide 








N the following table are arranged in order of yield the principal active issues of 
bonds listed on the New York Stock Exchange, the income being figured at the 
latest available selling price for lots of 20 bonds or more. They are divided into 

groups, according to the grade and character of the bonds. 


This table will appear monthly, and will prove invaluable to bond buyers, as well 
as to brokers and to all others who are called upon to select or recommend investments. 
It is presented for purposes of comparison only, and mention of a bond issue is not to 
be construed as a recommendation. Our object is merely to show the relative yield of 
different bonds of each of the several classes. 


(1) High Grade mortgage bonds, many of which are legal investments for New 
York State Savings Banks. 


ty Interest Price 
Description. Due. Period. Mar. 14. Yield. 


Chic., Rock Is. & Pac., ref. g. 4s........... Apr., 1934 A.—O. 85 5.18 
U. P., Ore. Short Line, guar. ref. 4s...... D., 1929 J.—D. 8914 4.98 
i i Me CBee. wd acacsace wes My., 1939 M.—N. 103 4.80 
B. & O., P. L. E. & W. Va. Sys., ref. 4s N., 1941 M.—N. 8834 4.72 
Oe ee | ee ere ji, 1925 J.—J. 90 4.59 
salt. & Ohio, Southw. Div., Ist g. 3%s.... Jl, 1925 J—J. 90 4.59 
Wisconsin Cen., 50-yr. Ist gen. 4s 7 1949 J—J. 90 4.57 
Ches. & Ohio, gen. g. 4%4s.............-0- Mch., 1992 M.—S. 987% 4.55 
Oregon-Wash., Ist & ref. 4s............... " 1961 J.—J. 9034 449 
Northern Pac., gen. lien g. 3s.............. a. 2047 Qu.—F. 66% 4.46 
Ches. & Ohio, Ist cons. g. 5s............... My., 1939 M.—N. 108 4.45 
Chic., Burl. & Q., Ill. Div., 3%4s............ . 1949 J.—J. 84 4.39 
Mil., Spar. & N’west., Ist gu. 4s............ ] ., 1947 M.—S. 93% 4.38 
Southern Pac. R. R., let ref. 4............ —— J.—J. 931% 4.35 
See weceee, Eee’ POL, Ge... ccc ccc cece .. 2008 M.—S. 92% 4.34 
EM soit pee ence «hd Mch., 1958 M.—S. 93% 4.33 
Illinois Central, Ist ref. 4s................. N. 1955 M.—N. 94 431 
Atlantic Coast Line, Ist g. 4s.............. >. 1952 M.—S. 944 4.29 
PS a a ; 1948 A.—O. 9476 4.28 
Gt. Northern, Ist & ref. 4%4s, Ser. A....... 3 1961 J.—J. 100, 4.25 
Louisville & Nash., uni. g. 4s.............. q 1940 J—J. 96 4.25 
i. VC @ EO R., of D4e.. 5... ; 1997 J—J. 84% 4.17 
Bie Se Ge OE a eee ® 1995 A.—O. 96 4.17 
EEE SS ES a eee ae .» 1997 J—J. 96 4.17 
ike. eee Gh Ts Biv 4. ©. 0 66. 2060 } 1949 J.—J. 97% 4.15 
Chic. & N’west., gen. 4s . 1987 M.—N. 97 4.13 
Del. & Hud., Ist & ref. 4s....... OE My., 1943 M.—N. 97% 4.13 
Union Pac., Ist R. R. & land grant g. 4s... Jl, 1947 J—J. 97% 4.12 
Chic., Mil. & St. P., gen. g. 4s, Ser. A...... My., 1989 J—J. 97% 4.11 
Northern Pac., prior lien g. 4s............. Ja., 1997 Qu.—J. 97% 4.11 


(2) Collateral trust bonds selling at prices relative to the value of the underlying 
collateral. 


Gile. Rock Is. & Pac. R. R. 4e..........%:. N., 2002 M.—N. 6.19 
Missouri Pac., Ist coll. g. 5s Ag., 1920 F.—A. 5.43 
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Southern, Mob. & Ohio, coll. tr. g. 4s...... o. 1938 M.—S. 85% 5.04 
ee i, ees Oe ee OR iid <naccae ji, 1921 J—J. 9418 4.90 
Pee, Teme... Cok 6e,.O Ge. oisccs scscsecss F. 1951 F.—A., 891% 4.61 
N. Y. C. & H. R., Lake Shore, coll. g. 3%s.. F., 1998 F.—A. 77% 4.54 
Ad. Coast L., L. & N., coll. g. G@............ oO. waz M.—N. 90% 4.52 
Southern Pac., g. 4s (Cen. Pac. coll.)...... Ag., 1949 J.—D. 92% 4.42 


(3) Convertible bonds having no mortgage lien whose quotations are governed 
largely by the price changes of the stock into which they are convertible. 


Erie, S0-yr. conv. 48, Ser. B...........000. Apl., 1953 A—O. 70% 5.89 
Ches. & Ohio, conv. 414s...............--. F., 1930 F.—A. 90% 5.36 
Erie, 50-yr. conv. 4s, Ser. A........... Ries Apl., 1953 A—O. 79% @ o20 
Del. & Hud., 10-yr. conv. deb. 4s........... Je. 1916 J.—D. 97 5.09 
Southern Pac., 20-yr. conv. 4s.............. Je: M.—S. 89% 4.98 
N. Y., N. H. & Hart., conv. deb. 6s......... Ja. 1948 J—J. 120 481 
Union Pacific, 20-yr. conv. 4s.............. jl, 1927 J.—J. 93 4.69 
Atch., Top. S. Fe, 10-yr. conv. g. 5s........ Je. 1917 J.—D. 101% 4.65 
Chic., Mil. & St. Paul, conv. 4%4s........... Je, 1932 J—D. 102% 4.34 
Atch., Top. & S. Fe, conv. 4s (issue of 1910) Je. 1960 J.—D. 99% 401 
Atch., Top. & S. Fe, conv. g. 4s............. Je., 1955 J.—D. 102% 3.88 
Norf. & West. Ry., 10-25-yr. conv. 4s...... Je, 1932 J.—D. 105% 3.020 


(4) Debenture bonds most all of which are selling on high level because of the 
good general credit of the respective companies. 


ee ere S. 1928 M.—S. 90% 4.88 
ee | Re re ee ee My., 1931 M.—N. 907% 4.76 


(5) Semi-investment bonds, many of which are general mortgages, often classi- 


fied as “business man’s” investments. Income yield is reasonably definite index of 
relative worth. . 


St. L. & S. F. R. R., gen. 15-20-yr. 5s........ My., 1927 M.—N. 79% 7.02 
Seaboard Air Lime, adj. 5s................ O., 1959 F.—A., 71 6.72 
Wenemh, fat ek. & enh B 46...6 6 Socccscwsss Ji. 1956 J.—J. 5834 6.58 
Denver & Rio Grande, Ist & ref. 5s........ Ag., 1955 F.—A, 81% 6.12 
Chic., Rock Is. & Pac., 20-yr. deb. 5s....... JL, 1932 J.—J. 873% 6.08 
Missouri Pac., Ist & ref. conv. 5s..........  & 1959 M.—S. 86 5.85 
St. L.&S.F., K.C., Ft. S.& M. Ry., ref.g.4s.. O., 1936 A.—O. 77 5.79 
St. Eouls Sweet, costs. ©. Gen... ccccccecs. Je, 1932 J—D. 79% 5.78 
Mo., Kansas & Texas, gen. sink fund 4%s... Ja, 1936 J.—J. 85% 5.65 
MRS 2 ek oe ae ee eer rey re Ji. 1951 J—J. 75% 5.57 
Ce, Ge i: Bek is isan side. cieeis’ a 1959 M.—S. 76 5.42 
Southern, dev. & gen. 4s, Ser. A............ Apl, 1956 A.—O. 77% 5.36 
ee ee eS ree N., 1920 M.—N. 104% 5.31 
wrens: BeatgeemG,, febw, Gi .cnisn foc eeestecys O., 1952 A.—O. 79% 5.25 
Cleve., Cin., Chic. & St. L., 20-yr. deb. 4%s. Ja, 1931 J.—J. 1y% 5.23 
Kansas City Sou., ref. & imp. 5s........... Apl, 1950 J.—J. 98 5.12 
ease, Gem. bet Boek) A Basis ie cdivedae F., 1961 F.—A. BY, 5.07 
Denver & Rio Grande, Ist cons. g. 4s....... Ja. 1936 J.—J. 8644 4.97 
Colorado & Sou., ref. & ext. 44s.......... My., 1935 M.—N OF 4.95 
I DE: OE OTS obi isa bicie nkic ts Ji, 1994 J—J 1044 4.76 
Se. L.. Ie. M. & SS. gem. com. g. Se. ..c...--. Apl, 1931 A.—O 103 4.75 
N. Y., W’ches. & B., Ist Ser. 1, 4%4s....... ji, 1946 J—J 96 4.74 
oe” ee ee 8 a ee eee Ja. 1996 J—J 854 4.71 





PUBLIC UTILITIES | 


Public Service Commissions 
Safeguards for Investors, Servants ot Bankers and Helpers of the 
Utility Companies 
By OLIVER CAROLL 


ISSOURI’S attempt to create a 
M new public utility commission is 
only in line with the movement 
throughout the whole country. All of 
the states have not yet created such a 
body, but there is little doubt that within 
a few years there will be a nation-wide 
adoption of the idea, and practically all 
of the states will maintain commissions. 
The pronounced success which has at- 
tended the labors of such bodies in New 
York, New England, and the middle 
western states is the augury that the 
movement will spread. 

At the beginning there was no small 
measure of opposition to such commis- 
sions. There was an ill-grounded fear 
that the commissions would exercise their 
power in such arbitrary fashion that 
they would prove a hindrance to the 
proper and rational development of cor- 
porate enterprise. The bugaboo of com- 
mission interference after this fashion 
has almost disappeared, at least in a large 
part of the territory where they now op- 
erate. There has been interference, but 
of such a character that it has amounted 
to the exercise of a protective function 
alike for investors who have been asked 
to purchase the securities of the public 
service corporations, the bankers who 
have underwritten the securities, and for 
the companies themselves. 

* * * 
A STRONG, able, intelligent and 
honest public service commission 
is a veritable boon to the investor. And 
the great majority of the strongest op- 
ponents of the idea originally have now 


reversed their opinions, endorsing these 
commissions generally. Perhaps no in- 
stitution affecting such large interests 
was looked upon in the beginning with 
any greater degree of skepticism than 
these commissions ; and certainly no in- 
stitution has won any more absolute favor 
than this one in so short a time. When- 
ever an investment house has a public 
service issue to offer, an issue which has 
come under the supervision of the com- 
mission in the state of New York, for in- 
stance, the fact that it has been approved 
by that commission is plainly advertised 
“Approved by the Public Service Com- 
mission” is the legend put on many bond 
circulars and is one that carries weight 
with the investment public. 

Investors generally have been educated 
to the idea that the approval of this com- 
mission means that certain cardinal qual- 
ifications exist in the security which 
commends it to their consideration. This 
does not mean that all of the securities 
approved by this public service commis- 
sion are practically guaranteed as high 
grade investments. Not at all. But it 
does mean that the stamp of integrity 
has been placed upon these securities, 
and they are fit and valuable and may 
be generally accepted from the banker 
on his word. As for instance there are 
bonds issued that may be purely for con- 
struction purposes. Anyone familiar 
with investments knows that this type of 
security is not classed as a conservative 
investment since a certain element of 
speculation exists. Yet construction 
bonds issued under the supervision of a 
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commission like that of New York state 
may be a very different proposition from 
those issued with regard to the judgment 
only of the promoters of the scheme. 

It is right here that the investor gets 
his assistance from these commissions. 
He is relieved from the anxiety of the 
questions affecting the integrity of the 
security. Not that the security may be 
fraudulent at all, but that the questions 
of whether the promoters or company are 
acting wisely in the matter of amount of 
securities issued, in the time of their flo- 
tation, in the purposes for which the 
funds are intended and in various other 
similar questions. It gives the investor 
a double assurance, for presumably he is 
purchasing the bonds from a reliable 
dealer, who for his own satisfaction has 
thoroughly gone over the various points 
enumerated, but who possibly has made 
some error of judgment. It is not likely 
that the body of experts sitting on the 
commission as well as the bankers would 
make the same mistakes. The investor 
therefore has not only the skilled judg- 
ment of the house from which he buys, 


but the sanction of other judges just as 
wise as his bankers. 
* 


* * 


HE wholesomeness of the restrictive 
function thus exercised by these 
commissions cannot be fully appreciated 
except by a clear understanding of how 
it affects the investment public to know 
that some disinterested body has passed 
upon the financing in which they are 
asked to engage. As a matter of fact, 
some investors show a preference for just 
this kind of security, feeling better satis- 
fied than in accepting bonds issued with- 
out the supervisory functions having 
been exercised in this manner. 

But if the action of a good commission 
is a double assurance and safeguard for 
the investor, who cannot generally study 
the intricacies of the securities offered 
him, it acts much the same for even the 
banker who sells the securities. Not 
that he may not be able to form an ex- 
cellent judgment, but that he has, as it 
were, gratis, the advice of another body 
of experts than his own. Many times 
the banker does not need any advice, but 
there are occasions when the commissions 
have suggestions and recommendations 
which in the main are sound and reason- 
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able and for the better position of the 
banker in accepting the securities from 
the company. 

Generally speaking, the function of the 
commission, so far as the investment 
banker is concerned, is in the nature as 
a consulting body of experts, for gen- 
erally the company wishing to put out 
securities goes to its bankers first and 
consults with them and practically has 
made up its mind as to what it wishes to 
do after that conference, but before it 
has gone to the commission for approval. 
Now, if some better idea is advanced by 
the commission it is manifest how it 
serves in such an instance both the com- 
pany and banker. 

But if the commission is a benefit to 
the public at large who invest in securi- 
ties issued under its approval and also a 
help oftentimes to the banker, it is quite 
as much of an assistant to the company 
itself. 

* * 2k 
E have noted how these commissions 
frequently act as advisers fully as 
much as supervisors. In this dual ca- 
pacity they are often the company’s best 
friend. 

Probably where they serve in this ca- 
pacity most noticeably is in the matter 
of protection for the company against 
competition. There are a great many 
situations where it is now recognized 
that competition is detrimental. Dua! 
telephone systems, as an example, in a 
town are almost universally recognized 
as an anachronism, and have been under 
the ban in all enlightened communities. 
The fact that two public utilities con- 
cerns of the same character cannot well 
thrive alongside of each other in one 
single community, has almost crystallized 
into a principle. There have been occa- 
sions of recent years where attempts with 
doubtful motives have been made to es- 
tablish rival companies. It is against 
such contingencies that the public serv- 
ice commission stands. 

Wherever the organizers of a pro- 
spective utility company must go to the 
commission for approval and scrutiny of 
its desire and plans to establish a com- 
peting service corporation they are likely 
to hesitate lest the motives and ground 
for their application be of the soundest. 
The expediency permitting establishment 
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of a competing company and the need 
or absence of need for such company 
along with many other considerations get 
the close examination of the commissions 
and it may be accepted as practically the 
last word when the decision is made. At 
least this is the situation in some states. 

Not only does the commission protect 
the company from invasion by competi- 
tion when that is really not needed, but 
it also stands between the company and 
the public in a beneficial way to both. 
There may be some instances where a 
public service corporation is apparently 
misused by the commission on certain 
points, but, generally speaking, justice 
is done. 

The way in 
stand between the companies and 


which the commissions 
the 
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public is in the matter of rates and serv- 
ice. The public service corporations that 
know the people have a tribunal to which 
they can go for rectification of injustices 
of rates or derelictions of service seek 
to satisfy the demands of reason and 
justice wherever possible. And the cor- 
porations may expect to be protected 
from exactions and annoyances in so far 
as they give proper service and rates. 
In a word, the existence of the com- 
mission and its functions in this regard 
often serve as a buffer between the de- 
mands of the people and radical legisla- 
tive action. It serves as a court in which 
both sides of the case may be heard 
without resort to the extremes of heated 
and perhaps biased action in the halls of 
legislation against the corporation. 








Public Utility Notes 








Ohio Utilities and Legislators——The fol- 
lowing quotation is interesting for the light 
it throws on the difficulties that sometimes 
beset franchise corporations. It has become 
the popular thing in Ohio when Public 
Service corporations are under fire to in- 
troduce a bill in the legislature to revoke 
their franchises. This has already been 
done in several instances and the latest is a 
bill to revoke the franchise of the Northern 
Ohio Traction & Light Co. It is charged 
the company has failed to live up to its 
franchise requirements. The introduction 
of the bill arises out of the refusal of the 
company to reduce its fare along part of its 
line. The case was carried into the courts 
which held that the franchise of the com- 
pany was perpetual and the commissioners 
had no power to revoke it. 


Municipal Ownership in Canada.—A cam- 
paign is now being waged to brifg the tram- 
ways of Halifax, N. S., under municipal 
ownership. Bills to this effect are to come 
before the legislature as well as to grant ad- 
ditional privileges. The franchises of the 
company expire in 1914. 


Municipal Ownership in Kansas.—Before 
the Kansas legislature there is pending a 
measure affecting every public service cor 
poration in the state including steam rail- 
roads. .If enacted it would empower any 
city in the state on ninety days’ notice to 
purchase any public utility at a price of 
8% above the valuation placed upon such 


utility for taxation purposes. It is stated the 
bill is one to require taxation of public 
service corporations at their full value ex- 
clusive of franchise values. It provides that 
on March 1 each year all corporations own- 
ing or operating public utilities in any city 
of the first, second or third. class in the 
state shall list with the assessor of the county 
in which the utility is located all property owned 
by the utility together with the physical valua- 
tion, less franchise value. This statement is to 
be the basis on which the property is to be 
taxed or taken over. Penalties of fines and 
jail are provided for failure to meet the 
requirements. 


Missouri Legislation on Utilities—In the 
bill providing for a Missouri Public Utilities 
Commission, now pending in the legislature 
of that state and drawn by the governor, 
the governor states he aims at five prin- 
cipal objects. These are to prevent the 
watering of corporation stocks and bonds, 
to regulate rates and service on a basis of 
actual investment in property, to enforce 
publicity on the part of all public utility 
corporations, fix responsibilities of corpora- 
tions, directors and officers, to leave cor- 
porations nothing to fight for in primaries 
and elections and to drive the public utility 
lobby from the legislature. The new bill is 
drawn practically on the lines of the bill 
introduced during Governor Hadey’s in- 
cumbency. 


Utility Bond Prices.—A recent compila- 
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tion of quotations, says the Wall Street 
Journal, showed an average decline of more 
than three points on twenty-five high grade 
steam railroad bonds within a year. In 
three years the decline on these bonds has 
averaged more than three points. The pres- 
ent average price is now lower than it has 
been since 1905. Turning to a list of eight- 
een public utility bonds a different course is 
noted. The public utility issues taken are 
well known, have a wide market and while 
in the last three years no great advance is 
noted, their average price is somwhat 
higher than it was then. Among the com- 
pilation there is given such bonds as De- 
troit Edison Ist 5s, Laclede Gas Light ref. 
and extension 5s, Pacific Telephone and 
Telegraph, Rochester Railway & Light Con. 
5s, Scranton Electric Ist and ref. 5s, Southern 
Power Ist 5s. 


Cleveland Railway Financing.—By retire- 
ment of $4,505,000 of Cleveland Electric 
Ist consolidated 5% bonds the $5,495,000 
Cleveland Railway lst mortgage 5% bonds 
became an absolute first lien on all the 
property of, the company. The City of 
Cleveland recently had a report made on 
the physical valuation of this property and 
it was reported that the property was worth 
more than the outstanding funded debt [- 
the stock outstanding. No more bonds will be 
issued on the property as it is planned to 
do all future financing through the sale of 
stock, the money to pay off the bonds just 
retired having been raised in that way. 


Southern Power Project Abandoned for 
a Time.—The Alabama Traction Light & 
Power Co., the holding corporation of the 
Alabama Interstate Power Co., has aban- 
doned all further effort to reverse President 
Taft’s veto on the bill giving the company 
authority to develop power at Lock 18 on 
the Coosa River near Birmingham. Con- 
gress passed a bill granting this right, but 
the President vetoed it on the ground that it 
did not provide for any payment of revenue 
to the government for the use of the water, 
which is a navigable stream, nor did it give 
the government any right to regulate rates. 
The Alabama Co. planned to spend $10,- 
000,000 on this development. The company 
states it will go ahead with the work if the 
proper permission is granted. 


Ohio Utilities Merged.—Three properties 
in northwestern Ohio, the Defiance Gas & 
Electric Co., the Suburban Light & Power 
Co. and the Maumee Valley Electric Co. 
have been taken over by the United Public 
Utilities Co., which has been incorporated 
under the laws of Delaware with a capital- 
ization of $1,000,000 stock authorized and 
issued and $5,000,000 first lien 6% bonds. 
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The California Railroad Commission has 
granted authority to the Northern Electric 
Railway Co. to purchase the property of 
the Vallejo & Northern Railway Co. for 
$1,000,000 and $2,000,000 stock of the North- 
ern Electric Co. Because of this the latter 
company has increased its stock to $10,- 
000,000 preferred and $15,000,000 common. 
Last fall the Northern Electric was author- 
ized to issue $9,000,000 in 5% bonds. Part 
of these will pay for the new purchase. 


United Light & Railways Position.—The 
United Light & Railways has entered upon 
a programme of extensive improvements 
and betterments for the underlying com- 
panies in the way of several enlarged and 
new generating units, the acquisition of 
thirty new cars, erection of new car barns 
and the increase of mileage, all to cost in 
the neighborhood of $1,250,000. The com- 
pany on January 1 had something like 
$2,000,000 cash working capital and had 
ovees for all its financing for 1913 and 


Pacific Gas & Electric New Bonds.—The 


Pacific Gas & Electric Co. has made ap- 
plication to the railroad commission of 
California for authority to issue _ the 


$5,000,000 ten-year 6% convertible deben- 
ture bonds which it will offer to stock- 
holders soon after the special meeting on 
April 8 It is not expected there will be 
any delay in the authorization by the rail- 
road commission. When the commission 
gave its approval for the last issue of Ist 
and refunding bonds it suggested the com- 
pany raise some of its construction money 
from other sources than the sale of these 
bonds. It is to meet this situation that 
the debenture bonds are to be issued. In 
1912 the company expended approximately 
$8,000,000 in construction and in 1913 is ex- 
pected to expend equally as much more. As 
but $12,000,000 of this amount can be pro- 
vided from proceeds of first and refunding 
bonds there will be at least $4,000,000 to be 
met from the proceeds of the debentures. 
The company expects to have sufficient 
horsepower available by the close of 1913 
to stop purchasing current from other com- 
panies. An extensive programme of ex- 
pansion of gas and electric transmission 
and distributing systems will be made dur- 
ing the year. 


Cincinnati Suburban Bell Telephone Co. 
Increased Capitalization. — Stockholders 
have approved an increase of $4,000,000 in 
the stock of the company raising the capi- 
talization of the company from $8,000,000 to 
$12,000,000. The additional stock is not to 
be issued now but is to be held in reserve 
for contingencies. 
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INVESTMENT: The placing of capital in a more or less permanent way, mainly for the income to be derived therefrom 


A Shrewd Investor’s Analysis of Copper 
Bonds 


By JOHN OSKISON 


AST Summer, when copper metal, 
after a long period of overproduc- 
tion and low prices, began to rise, 

and the optimists were beginning to 
crowd the pessimists to the wall, one of 
New York’s shrewdest investors under- 
took to work out a method of profiting 
from the turn which he believed had 
come. 

First, he found out what companies 
would profit most by an increase in the 
price of their output; then, among these, 
he picked six which had issued, in the 
course of their financing, convertible 
bonds. He reasoned that such bonds 
must follow fairly closely the changes in 
the prices of their stock; the stock 
would rise with the increase of profits 
due to higher metal prices, and by put- 
ting his money into the bonds, rather 
than in the stocks, he reduced his risk 
to a minimum. 

When he had got this far, the investor 
took his list of six bonds to a firm of 
mining experts and asked for a complete 
report. What follows is the account of 
a transaction covering less than three 
months. In that time, the investor put 
something like $188,000 into the bonds 
and took out a profit of about $10,000. 

That profit was made by following the 
trail marked out by the expert who un- 
dertook the investigation. It is impor- 
tant, therefore, to know how the analysis 
of the expert was conducted. In study- 
ing his report, one finds that four fac- 
tors were considered—the safety of the 
investment, income, speculative possibili- 


ties, and marketability. These were 


taken up and analyzed in turn. 
* * * 

Att of the companies, the expert 

found, guaranteed their bonds by 
their full assets and profits-producing 
capacity. He found that of the six 
companies selected the protection varied 
according to this table: to secure each 


$1,000 bond 

Utah Copper ........ had $45,000 actual value 
OS eee eee ” 16,000 “ ” 
MN ccadbhdeuetntess . 12,000 “ 4 
SE cvat cee dacww’ ‘ 14600 “ . 
Inspiration .......... ” 3,900 “ = 
BE nt chika wsecen “a 1840 “ rm 


This was the protection of the par 
value of the bonds. But the bonds are 
convertible into stock at a certain fig- 
ure, and in every case the market price 
of the bonds was above par. At that 
time the investor had to pay from $1,047 
to $1,650 for each of the 140 bonds he 
proposed to buy. It was important, 
therefore, to discover whether the mar- 
ket price of the stock, which determined 
the price of the bonds, was justified. 
If the ‘answer was in the negative the 
investor stood to lose the difference be- 
tween the market value of the bonds and 
their par value. What he might lose was 
indicated in this tabulation: 


Possible loss on bonds of 
Utah 


Inspiration eSocececsesesecesseseeseses 
Braden (6s) 
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[N arriving at the actual value behind 

the securities of the companies, the 
expert prepared three tables, which he 
attached to the report as appendices. 
They dealt with 


1, Estimated costs of production. 
2. Financial status. 
3. Values. 


Company by company, the items mak- 
ing up the costs of production—mining, 
stripping, development, haul to mill, con- 
centration, smelting, conversion, freight, 
refining, marketing, and current con- 
struction—were set down side by side. 
The ton-cost of treating ores and the 
pound-cost of copper metal produced 
were shown. Ton-cost varied from 
$1.725, in the case of Utah, to $3.06, in 
the case of Miami, while pound-cost of 
the metal rose from seven and seventy- 
two hundredths cents to ten and seven- 
tenths cents. 

The expert assumed that copper metal 
would have an average market value, 
over a considerable period, of 14 cents 
a pound. The probable profit on each 
pound of copper produced was figured, 
therefore, as follows: 


a en a as wail Sian 4.35 cents 
a ROE i EE SI “i 
OE Serre TET ye ae oe < os 
OE ee ae ee $. 6s 
INO: ds ren vkeestnsabsresys es 
Dé ndentth Cot aia waeknenenentes 5. : 

Multiplying profit per pound by 


pounds produced yearly gave the total 
net annual income of each company. 
Next, tonnage reserves were given; 
these figures were valuable as indicating 
the life of the mine as a profitable pro- 
ducer. Considering income, ore re- 
serves, and the life of the mines, the ac- 
tual value behind the stocks and bonds 
issued by the companies was easily de- 
termined. For example: With copper 
selling for 14 cents a pound, Utah should 
have a total yearly income of $7,620,000; 
its tonnage reserves were 301,500,000, 
and it had 40 years of life ahead of it. 
Its issued securities were 1,575,000 
shares of stock of a par value of $10, and 
an issue of $2,500,000 of 6 per cent. 
bonds—a total face value of $18,250,000. 
But its ten-dollar shares of stock were 
then selling for over $62, and its $1,000 
bonds were selling for $1,280. The mar- 
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ket value of all its securities, therefore, 
was above $102,000,000. 

This market value, the expert figured, 
was conservative, always supposing that 
copper is worth 14 cents a pound. The 
more accurate value would be $113,500,- 
000, making the stock worth per share 
over $69, instead of the market price of 
not quite $63. 

In the case of Utah, the bonds may be 
converted into stock ‘at 50—that is, 20 
shares of stock may be secured for each 
$1,000 bond turned jn to the company. 
The expert pointed out that the price of 
the bond at that time was $1,280, and 
that the price of 20 shares of stock was 
$1,257. 

Considered as income producers, the 
bonds were tabulated in this way: 


Net return 


Yield onpurely Current 
onpar bondbasis income. 
Yo cof % 

Re See ok 6 3.0 4.68 
Miami . 6 —1.0 3.64 
RAY cs vinccsesoes 6 3.5 5.08 
CO ine oe ccadtivs 6 1.0 4.28 
Inspiration ..... 6 5.4 5.72 
OME Sic sitvidnt 6&7 —10 4.14 to 4.67 


These figures meant that if the pur- 
chaser of the bonds bought them at the 
market price and held them, purely as an 
investment, until they were paid off, his 
return would be represented .under the 
heading, “Net return on purely bond 
basis.” If he bought them and convert- 
ed them into stock, his return would be 
that which appears under the heading of 
“Current income.” It was evident, from 
the expert’s figures, that only one of the 
bonds was selling at a price to justify its 
purchase merely as an income producer. 

* * * 


HAT, then, about the speculative 


? 


possibilities of the various bonds : 
On this point the expert said: 

“They are about the same as those of 
the stocks. Any further considerable 
rise in price must depend upon greater 
profits than those estimated, either 
through a rise in the price of copper or 
a reduction in the cost of production. If 
smaller profits than those estimated are 
made, the decline in bond prices would 
probably be limited by par on account of 
the protection of actual value behind 
them. . 
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“For the purpose of indicating the 
speculative possibilities of the bonds, I 
show herewith the result of two cents 
per pound additional profit—either 
through a rise in price above 14 cents, or 
a lowering of costs of production.” 


CREO ST eats ee 
Braden (6%s) 
Braden (7%s) 


Protected as they were, the bonds of at 
least five of the six companies were read- 
ily marketable. They were bought and 
sold on the New York Stock Exchange 
nearly every day. The investor, there- 
fore, need not have feared that he would 
find himself with unsalable securities on 
his hands in case he had to dispose of 
them. 

o* * * 
ETWEEN the day the report was 
handed to the investor and the day 
he sold his bonds, a period of less than 
three months, the price of copper metal 
rose almost four cents above the four- 
teen-cent average, nearly doubling the 
rise suggested as probable by the ex- 
perts. Naturally, neither the bonds nor 
the stocks made any such dizzying gains. 
But there was substantial gain. For 
example : 

Ray bonds, which were selling for $1,- 
180 each when the report was made, 
brought $1,250 each the day this investor 
sold them. Ray stock, however, which 


the report gave a value of $43 a share 
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with copper metal selling at 16 cents a 
pound, increased in price only from 
$20.50 a share to $22 a share. 

Chino bonds rose from $1,400 each to 
$1,520 each. Its stock rose from $32.75 
a share to $38 a share. Inspiration, the 


Present Estimated con- Profit per 
market version value $1,000 in 
vaiue with 2c. per Ib. vested at 2c. 
of bond. additional profit. per Ib. add. 
$1,280.00 2,000.00 $560.00 
1,650.00 2,420.00 470.00 
1,180.00 2,150.00 820.00 
1,400.00 2,280.00 630.00 
1,047.00 1,590.00 520.00 
1,450.00 1,400.00 — 50.00 
1,500.00 1,400.00 —100.00 





newest and most uncertain of the six 
companies selected, did not offer as good 
a profit as the others. Its bonds rose 
from $1,047 each to $1,075 each, while 
its stock went down 37 cents a share. 
The wisdom of this investor in stick- 
ing to the bonds of the companies was 
demonstrated. His purchases were 
twenty bonds each of Utah, Miami, Ray, 
Chino and Inspiration, and twenty each 
of the 6s and the 7s of Braden. As I 
have said, his profit was close to ten 


thousand dollars—more than five per 
cent. on his investment within three 
months. 


* * 


HERE is a moral in this investor’s 
storyv—make your investigations 
before you make your investment. It 
suggests, too, the kind of investigation 
which will help to put money in the wise 
investor’s pocket, and it offers one other 
hint, for it will be remembered. that it 
was undertaken when the market was 
stagnant, when there was little buying. 
and when prices were low. 























Investing for Profit 


A Review of General Principles and Practical Methods 
By G. C. SELDEN 
Author of “‘ Psychology of the Stock Market,’’ etc. 








[It is believed that this article on the bank statement, the first half of which appeared 
last month, contains the most careful statement yet made of the theoretical basis and the 
practical application of the Deposit-Loan Graphic, which is used by many investors.] 


IX—When to Buy and When to Sell, as Shown by the New York 
Bank Statement (Concluded) 


E are now in a position to under- 
stand why the relation between 
deposits and loans of New York 

banks afford such a valuable index to the 
movements of the stock market. 

The first step, in order to study the in- 
terdependence between the bank state- 
ment and the stock market, is to spread 
out the statistics for a series of years in 
such a way that they can be readily ex- 
amined and analyzed. This is done by 
plotting a diagram showing the excess 
of deposits over loans (or deficit under 
loans, as the case may be) and the con- 
temporaneous movements of the stock 
market. 

How far back shall this diagram be 
carried? Very little would be gained 
by studying the bank statements during 
the disturbed epoch of the Civil War, 
the reconstruction period and the re- 
sumption of specie payments. The con- 
ditions of that time were so different 
from the present that we could not ex- 
pect to draw any useful deductions. 

During the 80’s and 90’s banking con- 
ditions were, in general, similar to those 
of today, yet there are some important 
differences. For example, during the 
last ten years the per cent. of loans to 
deposits of all national banks in the 
United States has varied between 101 
and 111; but between 1890 and 1896 this 
per cent. swung from 115 to 130. The 
lowest point of the 90’s was higher than 
the highest point of the last ten years. 

It is desirable to understand the reason 
for the great decrease in the proportion 
of loans to deposits shown by this com- 
parison. 

First, we must remember that the loan- 
able funds of a bank include not only its 





deposits, but also its other available re- 
sources. Roughly speaking, the bank 
may loan out not only the money depos- 
ited with it by business men, but also its 
capital, surplus, undivided profits, and 
its issue of currency, or circulation, as it 
is commonly called. 

Bearing this point in mind, we find 
that although the per cent. of loans to 
deposits was very much higher in the 
80’s and the 90’s than it has been since 
1900, the per cent. of loans to all loanable 
funds was pretty much the same. 

This simply means that the banks are 
now doing a much larger proportion of 
their business on other people’s money 
than was the case previous to 1897. In 
the six years of tremendous prosperity 
from 1897 to 1902, the people piled their 
money into the banks so fast that depos- 
its leaped from $1,640,000,000 on De- 
cember 17, 1896, to $3,112,000,000 on 
April 30, 1902. ‘This tremendous inrush 
of new deposits took place without any 
corresponding increase in the rest of the 
bank’s loanable funds. 

The question may be raised whether 
this plan of banking on the other fellow’s 
money does not leave the banks in a vul- 
nerable position. A bank’s deposits are 
subject to withdrawal on demand, while 
its capital and surplus are not. If three- 
quarters of the bank’s loans are based on 
deposits, is the bank in as strong a posi- 
tion as when only half its loans are based 
on deposits ? 

The answer to this question is: “Yes, 
provided the bank’s loans are of such a 
character as to be called in within a rea- 
sonable time.” The strength of the bank 
does not hinge upon the amount of its 
loans or the extent to which those loans 
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are based on other people’s deposits, but 
upon the character of the loans and upon 
the cash reserves which are kept on hand 
to back up the deposits. 

The per cent. of cash reserves is fixed 
by law and there has been no change in 
this respect during recent years, so far 
as national’ banks are concerned. The 
question of the character of a bank’s 
loans depends on the management, but in 
view of the close supervision exercised 
by the United States Government over 
the national banks it is rare that any 
trouble arises from this source. 

For the reasons explained above, I 
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confine my study of these factors to the 
last quarter-century, and I place much 
less weight upon the statistics of the 
80’s and the 90’s than upon those from 
1900 to date. 

The first diagram begins with the low 
prices of 1885, after the small business 
depression of 1884, and continues to 
1901. The zero line represents equality 
of loans and deposits for the New York 
clearing house banks. The scale above 
the zero line represents excess of depos- 
its over loans in millions of dollars, and 
below the line a deficit of deposits under 
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loans. On the lower part of the dia- 
gram is shown the average price of ten 
leading stocks for the same period.* 

It will be seen at once that a rapid pil- 
ing up of excess deposits, as shown at 
the points marked (a) on the diagram, 
was followed in every case by an ad- 
vance of greater or less proportions in 
stocks. Also, the loss of excess depos- 
its, shown at the points marked (b), was 
followed by a decline in stocks. We 
might say that excess deposits are the 
fuel which builds up the blaze of specu- 
lation, and when the fuel is exhausted 
the blaze dies down. 


During the years 1893 to 1896 the ac- 
tion of this law was partially deranged 
by doubts as to the maintenance of the 
gold standard for money. Gold is, of 
course, the basis of credit. A rapid ac- 





*The diagram was prepared from the figures given 
in Professor Norton’s “Statistical Studies in the New 
York Money Market,” and in Henry Hall’s “How 
Money is Made in Security Investments.” The dia- 
gram is not plotted from week to week, but fairly 
represents the general course of the figures. The 
term “surplus deposits” is sometimes used for excess 
deposits, by analogy from surplus cash reserves, but 
is misleading because there is no fixed or necessary 
relations between deposits and loans, hence there can 
be no true surplus, It also increases the danger of 
confusion between surplus reserves and surplus de- 
posits. 
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cumulation of excess deposits as shown 
at the points (a) is always accompanied 
by a piling up of cash reserves in the 
banks. In 1894 we had an accumula- 
tion of cash reserves and bank deposits 
such as would ordinarily have resulted 
in a big rise in the market, but the actual 
advance in prices was small because of 
the possibility that the value of these 
big gold reserves might be cut in two if 
our currency was forced on a silver 
basis. 

In 1896 these fears became still more 
acute and resulted in the hoarding of 
gold, so that deposits were pulled down 
below the zero line at the point marked 
(x), and the stock market lost the mod- 
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erate advance which it had made in 1895. 
With the gold standard once established, 
deposits began to accumulate again and 
the biggest bull market in the history of 
the country followed. 

The second diagram, covering the 
years 1902 to 1912, has been much more 
carefully compiled. The line of excess 
deposits was plotted from week to week 
throughout, and the average of twenty 
leading railroad stocks below shows all 
important fluctuations. Surplus cash re- 
serves are shown in addition to excess 
deposits. 

The surplus reserves do not afford as 
good an index to the situation as the ex- 
cess deposits, because they cannot re- 
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main for any length of time below the 
zero line. The banks are required by 
law to maintain the amount of surplus 
reserves represented by the zero line on 
the diagram. Reserves rise with ex- 
cess deposits, and in a general way also 
fall with them until the zero line is 
reached, but from that point they cease 
to be a reliable guide. 

The deposit-loan line on this diagram 
has been corrected to eliminate merely 
seasonal deviations. Every autumn the 
New ‘York banks are called to fur- 


nish large sums of money for “crop- 
moving,” as it is called; that is, to pay 
the farmer for his crops as they come to 
market. 


There is also a small outflow 


of money in March, in preparation for 
spring planting. During the rest of the 
year this money is gradually coming 
back to New York. 

A change in excess deposits due mere- 
ly to the season of the year is of no value 
as indicating the broad movements of 
the stock market; hence it is desirable, 
though perhaps not absolutely necessary, 
to allow for these deviations. 

The method of doing it was simple. 
First a monthly average for the entire 
period of 132 months was obtained, then 
the average for each one of the 12 
months separately. A comparison of the 
two showed the per cent. to be added or 
subtracted in each month in order to get 
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rid of the seasonal changes. I am aware 
that expert mathematicians would find 
fault with this method in certain minor 
particulars, but it is near enough for our 
purpose.* ; 

The following approximate changes 
were found to be necessary in order to 
get the non-seasonal line: 


DEPOSITS. 
BOG: GEE. 669.06 viavsadasee cs 3.9% 
February, subtract............- 0.8% 
SRROG, BOE cc ccvwccccnscceses 0.2% 
BOGE sesn so cecccesccrnnsysteO Gee 
S GUNES  clocinn » wns pr dees's 1.0% 
DUNN, GUNMEE, 6010 osc nes eesewen 1.9% 
POE 40 dng sa weesqcccs 2.6% 
August, subtract .............. 3.8% 
September, subtract ........... 1.7% 
CRS ME sn ce h cee hmen 0.8% 
SE co's a cara b case pa 2.5% 
| eer 5.2% 

LOANS 
DO TE nn 0 cet aus dane de's 3.8% 
| PAT ee 0.2% 
ted el ns da ateg wan 0.4% 
ies ¢ Saisie noah be 4 0.2% 
Ss MED cb Gast exe es dens 0.1% 
een ree 0.6% 
Ns ES. avidin s dhcescdn eee 1.5% 
pg. ey as 2.3% 
September, subtract ........... 1.7% 
rr ee 0.5% 
Sy. SO Pee eee 0.4% 
ID Cle kdcctecuedas 2.0% 


This diagram will repay a careful ex- 
amination. For four years preceding 
1902 a liberal margin of excess deposits 
had been continuously maintained. The 
figure of $80,000,000 touched in Janu- 
ary, 1902, was, however, somewhat 
lower than the high points of all the four 
preceding years. The highest had been 
nearly $140,000,000 in 1899. This 
showed some falling off in the quantity 
of idle money available for use in the 
stock market, but there was still enough 
for the purpose. 

From January to September, 1902, ex- 
cess deposits fell steadily, reaching the 
zero point in the latter month. During 
this period the stock market gradually 
advanced. The high point was 129.36 
for the average of 20 rails, which com- 





*This diagram is kept up to date and reproduced 
each month in Tue Macazine or Wart Srreer. 
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pared with a previous high point of 
117.86 reached May 1, 1901. When the 
excess deposits finally shriveled to the 
zero point, in September, 1902, call 
money jumped to 25 per cent. and a 
sharp break in the stock market resulted. 

This gave the bull market a shock 
from which it was not able to recover. 
A small excess of deposits was restored 
in January, 1903, but was soon lost 
again, and it was not until January, 
1904, that a normal excess was restored. 
During this time the trend of the stock 
market continued downward to a low 
point of 90 at the end of August, and 
practically the same low figure was 
touched again in March, 1904. 

Excess deposits were now piling up 
again rapidly and the market soon felt 
the effect. Prices advanced almost con- 
tinuously for a year, and after some re- 
actions again forged upward to 138.36 
in January, 1906. By this time excess 
deposits were again down to zero and in 
the closing week of 1905 call loans 
touched 125 per cent. 

A severe decline followed, which was 
accentuated by the enormous destruc- 
tion of capital in the San Francisco 
earthquake and fire. In the latter half 
of 1906 almost this entire decline was 
recovered. Some recovery from such 
an emphatic break was natural, but there 
is no doubt that prices were forced 
higher than otherwise would have been 
the case by the bullish efforts of a small 
group of multi-millionaires. This was 
the time chosen by Mr. Harriman for 
raising the Union Pacific dividend to 10 
per cent., and every device was apparent- 
ly exhausted to force prices to the high- 
est possible notch. 

All this fight was made against the 
money market, as would be expected 
when we see that there was a constant 
deficit of deposits under loans through- 
out the year. Call money touched 13 
per cent. in August, 40 per cent. in Sep- 
tember, 9 per cent. in October, 27 per 
cent. in November and 36 per cent. in 
December. 

The effort of these gentlemen to prove 
their supremacy over economic law 
could not be called successful. How 
much they succeeded in lightening their 
load of securities will never be known, 
and indeed it is sometimes claimed that 
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more heavily 
was 
any 


they found themselves 
committed after their campaign 

over than they had been before. At 
rate they were large and continuous sell- 
ers in 1907, and at least one of them suf- 
fered reverses of fortune at this time 
from which he was never able to recover. 

Prices declined all the more rapidly as 
the result of having been artificially sus- 
tained. Even the “Silent Panic” of 
March, 1907, was not enough to clear the 
atmosphere, and the disastrous crash of 
October was the final outcome. 

With the restoration of surplus re- 
serves and excess déposits early in 1908, 
another bull market began which lasted, 
with the usual reactions, throughout 
1909. In November of that year excess 
deposits were once more used up, and 
promptly with the new year a prolonged 
bear market started. 

In August, 1910, the excess of deposits 
was restored, as a result of heavy liqui- 
dation in the stock market and imports 
of gold from abroad. From that time, 
upward progress was slow and irregular 
and made in the face of many difficulties, 
both political and economic, at home and 
abroad, but in October, 1912, a new high 
point was established for stock prices 
since 1910. At almost the same time 
the excess deposits, which had been 
wavering uncertainly for two _ years, 
finally disappeared and a drop in prices 
followed. 

The question is likely to be asked, 
“Why not simply depend on call money 
rates as an index instead of going to all 
this trouble?” The answer is that the 
call money rate is itself, to a larger ex- 
tent than excess deposits, a function of 
the stock market, which we are attempt- 
ing to forecast. In 1901, for example, 
call money touched 10 per cent. or higher 
in five months out of the twelve, yet this 
resulted in nothing more than a big re- 
action in the market and the general bull 
movement continued to much higher 
prices in 1902. 

The high call money rate was due to 
excited speculation and-not to any real 
weakness in financial conditions. 

In 1909, on the other hand, the high- 
est rate for call money was 7 per cent., 
and during most of the year the money 
market was very easy. In fact the high- 
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est prices of that year were made in a 3 
per cent. call money market. Specula- 
tion was only moderately extended; but 
fundamental financial conditions were 
unsatisfactory and a bear market ensued. 

The rate for commercial paper affords 
a better gauge of conditions and is well 
worth studying, but it is not as closely 
representative of the stock market situa- 
tion as the excess deposits of the New 
York banks. 

Of course it is understood that the re- 
lation of deposits and loans is far from 
being the only important factor influenc- 
ing the market. Sometimes it may be 
comparatively unimportant, for the time 
being, as in the fall of 1906, or in 1894-5, 
both of which cases have been mentioned 
above; or in August, 1911, when a com- 
bination of a foreign war scare and anti- 
trust suits begun by the United States 
Government caused a big reaction in 
prices. 

But the fund of excess deposits avail- 
able for stock market purposes is the best 
index to the broad movements of the 
market. A weakness here renders the 
market easily vulnerable to other bearish 
considerations and unresponsive to bull- 
ish developments; while strength here 
enables prices to resist attack and to 
move upward easily when favorable 
news announcements are made. 

I don’t know of any one simple point 
in connection with the stock and money 
markets that so well worth careful 
watching as this. It will not satisfy 
day-to-day speculators. 


is 


In fact it is 
doubtful if anything would ever satisfy 
that class of traders. But the investor 
for profit will find that this index to 
banking conditions gives him a sound, 
common-sense grasp of the fundamental 
facts in the financial situation. 

In a word, then, the time to buy is 
when excess deposits begin to pile up 
rapidly, and the time to sell is when these 
excess deposits are exhausted. The pur- 
chaser may perhaps have to wait some 
time for an advance, as in 1893 to 1896, 
but if he has bought only sound dividend- 
paying securities he can stand the delay 
with considerable fortitude, as he will be 
receiving a satisfactory interest on his 
money all the time. 








Views on the Outlook 


' A Suggestive Conversation 





E were sitting around in a small 

W circle in our banker’s office. 

All of us had money to invest, 

and were hoping that bargain time would 
soon arrive. 

The question arose, “In what shape is 
it best to keep your finances meanwhile,” 
and the substance of the conversation 
was as follows: 

A—I keep my money in short term 
notes, as I can thus secure a liberal re- 
turn, convert them into cash when nec- 
essary, or use them as margin if not ad- 
visable to sell. It strikes me this plan 
has many advantages. 

B—Also some drawbacks. Suppose 
you pay par for your notes and when 
you want-to use the funds the price is 
95 or 90. You don’t feel like taking a 
loss, so you hold the notes and thereby 
lose a chance to make a much larger 
profit in the stocks you might buy. 

A—But, remember, I can put the notes 
up as collateral margin. 

B—You can, most of the time—but 
there was a period during the 1907 panic 
when you couldn’t get a broker to buy 
except for cash. This was when things 
were at their worst—the very time when 
you should have had the spot cash or 
certified check to buy with. Failure to 
provide this might cost you five, ten, or 
twenty points, which would be much 
more than the loss of interest sustained 
by letting money lie in a trust company 
at two and a-half or three per cent., in- 
stead of investing it in short term notes, 
which pay six per cent. 

C—There’s another side to this note 
question, too. Suppose you buy a lemon 
like Kansas City Railway & Light, or 
the note of some company which is 
thrown into receivership or comes near 
it; your loss is likely to offset the in- 
terest gained, even though you have only 
a small part of your “barrel” invested in 
one bad apple. Having all cash is a 
guarantee against such things, and when 
hargain time does come you reap the 
full benefit. 


B—You’re right. It’s well to remem- 
ber that the real good opportunities in 
the market are created by the urgent ne- 
cessities of other people. You don’t 
care what brings this about. It’s a state 
of mind, and often, you might say, a 
condition of pocket-book. To get the 
full benefit you must be able to act at the 
psychological moment. 

A—Well, we seem to be agreed on one 
point—that bargain time is approaching. 
Why and when do you expect it, B? 

B—Some time this year, perhaps very 
soon. We are going into a period of 
readjustment in our business methods 
and organizations, and it will require 
considerable time to work out our prob- 
lems. This is apt to lead to uncertainty 
and somewhere along the line something 
is likely to slip; someone will get scared, 
and then we shall have our opportunity. 

C—I don’t agree with you at all. The 
market has discounted all these unfavor- 
able factors. It is thoroughly liquidated. 
Nobody is carrying stocks on margin, so 
how are you going to shake people out? 

A—Sometimes those who pay for 
stocks get scared, too. But underneath 
the market is the great big buying which 
insiders will do as soon as they can see 
through the fog, and then will come the 
public with their savings bank money 
that has been accumulating for years 
back. 

B—But you don’t know when these 
philanthropic insiders and the public will 
step in and turn the market. 

C—lIt will be very soon, as sound in- 
vestment stocks are already down to a 
level where they net the investor over 
six per cent. What can happen to put 
them down much further? 

B—Oh! lots of things. Just think 
what it means to have $300,000,000 in 
cash hidden away from circulation in 
foreign countries. This is the basis for 
perhaps $1,200,000,000 worth of credit. 
No wonder money rates are up in Ger- 
many, and our country is shipping gold 
to relieve the strain over there. Our 











EARNINGS AND DIVIDENDS. 


bank reserves also are very low. In a 
word, the world’s capital is tied up, as 
it was six years ago. 

A—What about the tariff? 

B.—No one, even Morgan, can tell 
how this will affect the market. Take 
Steel common, and figure any way you 
like, it’s bound to be affected more or 
less, but its present price would un- 
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doubtedly hold if the dividend were not 
reduced below four per cent. There are 
two sides to the tariff question, I'll ad- 
mit. 
C—lIt seems to me the money situation 
is more important than the tariff. 
B—For the present it is, anyway. The 








Earnings and Dividends 


They Do Not Always Make Prices 








T is a popular idea that earnings make 
dividends and dividends make prices 
in the long run. But this does not 

always hold good. 

Try to use the average dividend rate 
paid by twenty leading railroad stocks 
as a guide to prospective low prices in 
the present decline and you will find 
yourself in a quandary. 

In 1903 these twenty stocks paid divi- 
dends averaging 4.02%, and the low 
price in the panic of that year was about 
89 (Dow-Jones averages). In 1907 the 
average dividend rate paid was raised 
about one-third, to 5.46%, yet prices 
averaged 82. 

During the six intervening years, in 
spite of numerous changes, the average 
rate of dividend has increased but slight- 
ly—only one-third of one per cent. in 
fact—affording little ground for the 
hope that this factor alone will form a 
strong sustaining element. 


ividend Rates Paid. 
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It would seem, therefore, that while 
earnings and dividends may be the foun- 
dation for many a bull campaign, we 
need not look in this direction for a sup- 
porting point. Reading, as a four per 
cent. dividend payer in 1906, sold at 164 
when George Kessler tried to corner it, 
then broke to 112 when Mr. Frick threw 
over his line. It rallied to 139 the next 
year, afterward declining in the panic of 
1907 to 70%4—nearly a_ hundred-point 
fluctuation without change in dividend. 














The Average Investor and Gold Depreciation 
How Much Does He Know and How Much Does He Care About It? 











this much mooted subject of gold de- 

preciation is like Tennyson’s book—it 
goes on forever. The airing of this phase of 
our modern economic structure gives vent to 
numerous opinions on the subject from all 
grades of economists, from the real ones who 
are men of large learning and accredited 
reputation in their field to the other extreme 
type men who style themselves “practical 
economists,” so-called teachers who attempt 
to reduce a world-wide question to the nar- 
row confines of their own limited experience. 

Some two years ago a prominent®and 
wealthy business man of comparatively limited 
experience and with practically no knowledge 
of fundamental economics issued forth 
with a last word on this great question of 
gold depreciation—how and why it was com- 
ing about and what were to be the effects 
thereof. He emphasized the necessity of deal- 
ing with the subject from a “practical” man’s 
point of view. 

Every once in a while some alarmists on 
this question come out with direful predictions 
as to what is to happen over the next twenty, 
thirty, or forty years, as the result of the de- 
preciation of gold. They go back over the 
past ten or fifteen years, figure up the amount 
of gold that has been produced, find that it 
has been practically a steadily advancing 
amount, and then lay down the premise that 
all economic changes can be traced directly 
or indirectly to the depreciating power of the 
dollar as represented by its value in gold. 

Special stress is laid upon the direful re- 
sults that are to come about for investors in 
long-term securities, and the advice is given 
that this is no time to invest in long time 
bonds because the purchasing power of the 
dollar is becoming steadily less and less, all 
through the steady influx of gold into the 
world’s channels of commerce. In _ other 
words, the world’s money is being steadily 
diluted by the stream of gold that is pouring 
out of the mines. 

There are some eminent thinkers along 
economic lines that take the position that 
the steady increase in the gold supply of the 
world is constantly lessening the purchasing 
power of the dollar; that is to say, there is so 
much gold being brought forth that its value 
is steadily becoming less. They tell investors 
in bonds that the holder of a security that gets 
fifty dollars on his bond annually now will get 
the same amount forty years from now, and 
will be able to buy at that time no more with 
the fifty dollars than he can get now with, 
say, forty-five or forty-three dollars—the 
difference representing the depreciated value 
of the fifty dollars over the forty years. 

All this may be so. Who knows? Where 
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is there anyone living today that can forecast 
the economic position of the world forty years 
from now or even fifteen or twenty years from 
today? Who shall say which of the half-dozen 
or more prominent factors that enter into the 
question of the relative value of a gold dollar 
will be most prominent such a long time from 
the present? There may have occurred some 
wonderful economic changes in all this time 
and the pendulum, which has swung so far as 
to have caused the average investor to get less 
for his dollar today than he got twelve years 
ago, may be back again where it was fifteen 
years ago and the investor may be buying 
three and one-half or four per cent. bonds at 
high prices. 

The enthusiasm with which our economists 
play upon this theory (for theory it is purely) 
that gold depreciation will go right on un- 
changeably is hardly appreciated by the aver- 
age investor. In the first place the advocates 
of this theory have some eminent rebuttal to 
meet in the men who see other factors work- 
ing in the economic world, factors which to 
their minds are far more likely to be causing 
the changing purchasing value of the dollar 
than the amount of gold that is being mined. 
The disagreement of doctors makes it impos- 
sible for any one set of doctors to have the 
absolute faith of the body of investors. 

These latter controversialists, many of whom 
are eminent for the soundness of their eco- 
nomic views, generally see such factors as the 
tremendous increase in demand for credit and 
the expanding fields for the use of money as 
strongly affecting the purchasing power of the 
dollar. In other words, the enlargement of 
the field for the use of capital is creating a 
degree of competition that is causing the price 
of capital to rise, the extended demand for 
credit is raising the price at which money can 
be borrowed to do business, and. this in turn 
is raising the price of things to the individual 

Through all this maze of economic reason- 
ing the average investor cannot see. He 
gropes about among these elaborate theories 
but cannot find a solid footing. The average 
investor is no economist; he understands little 
economic theory and what is more he cares 
less about it. The average investor is a prac- 
tical business man who has money coming in 
more or less steadily which,if not needed in 
his immediate business, goes into investments 
regarded as reasonably conservative. He may 
be told to buy stocks by the economist who 
says that equities are the things to buy, but he 
does not see it so. Stocks to the average in- 
vestor mean uncertainties; bonds mean a 
steady income; and the arrangements of the 
investor are suited to the size of the income. 

The average investor who has felt the pinch 
of increasing costs, represented by the decreas- 























POINTS FOR INVESTORS 


ing value of the dollar, has demanded more 
dollars of income for the money he invests 
and he has gotten it. The average investor 
today is shouting for higher income than he 
received ten years ago and he is getting it in 
the high yield public service corporation se- 
curity and the six and seven per cent. preferred 
stock. When he received proportionately less 
than he receives in income now, his dollar of 
income was buying proportionately more, so 
that from that point of view he is about even. 
But of course this does not take into account 
the man who bought three-and-one-half per 
cent. bonds twelve years ago at high prices, is 
getting a steady income fixed at that time, but 
receives less for his dollar. 

Prices cannot go on rising and the value of 
the dollar depreciating forever. There must 
be a point of suspension; and if all experience 
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goes for anything the pendulum will swing 
back again some distance toward the time 
when the average investor was getting fewer 
dollars on his investment and was buying more 
for those dollars. 

The average man cannot be trained in finance 
to pick out the exact time when there will be 
no change in the value of the dollar, from 
whatever causes that may come about, if there 
were such a time. He must keep his money 
moving, taking whatever income the times 
yield and doing the best he can with his dollar. 
He need not hold his investment steadily for 
such a long time that he will bear the full 
burden of a long swing of depreciation of his 
dollar of income. He can sell, or trade, or 
work out in various ways, with the aid of his 
investment banker, some method in which he 
may fare better 
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SCERTAIN if possible how wide the 
A syndicate on a new bond issue is 
spread. If it is very wide, extending 
over the country, or perhaps also being car- 
ried abroad, there is likelihood that the dis- 
tribution of the securities will be accomplished 
easily and their market position correspond- 
ingly strengthened. As a general principle, 
the wider the syndicate the better the position 
of the issue, since there is less overlapping of 
the various underwriters in their effort to dis- 
pose of the securities. 
* * + 
jf there is a period of uncertainty existing 
in which the best judges are not quite 
agreed as to the immediate outlook, it might 
be well to put funds into short term notes the 
maturities of which are spread over a nine- 
months’ or year period. This would net a re- 
turn of from 4% per cent. to 5 per cent., which 
would be somewhat better than that received 
in the trust company or bank holding such 
funds, and would produce cash at various 
times at or near the psychological moment to 
take up a heavy commitment of securities for 
a longer hold. 
* * * 
[* at all possible call at your banker's offices 
occasionally and have a personal talk over 
the security markets and conditions generally. 
This will be much more satisfactory than ask- 
ing a letter, as the situation can be gone over 
in all its aspects and a broad general view can 
be obtained. 
* . * 
DONT accept the statement that such and 
such a bond is legal for the savings banks 
of a certain State as evidence that it is of the 
highest grade. This would hold in the case of 
two or three States, but there are other States 
in the Union that permit their savings banks 
and trustees to invest in such a wide range of 
securities that they get beyond real conserv- 
atism. 


THE highest degree of scientific investment 

is that which combines a wise selling with 
judicious buying. It is comparatively easy to 
make purchases of the highest grade bonds 
and stocks, and especialy so if no particular 
regard is given to the time of buying, that is 
to say, if buying is done as funds are avail- 
able; but to dispose of some, take up others, 
and at another time dispose of others and 
make a re-arrangement of schedules, all to the 
enlargement of the average income obtained, 
is to give the operations the dignity of science. 

* + * 


O not be overconfident in your own ability to 
handle your investments without the least 
advice from others who perhaps are much 
better versed in the matter of investments 
than you are. It is well to become familiar 
with the principles involved, but it is not easily 
possible for the average investor to become 
acquainted with many of the finer points of 
the subject. Sometimes the neglect of just 
one of these fine points makes an investment 
an unfortunate affair in the end. 


* * * 


EFORE bidding for bonds of a municipal- 
ity it is always well to consult some in- 
vestment specialist, or at least some one who 
is conversant with the conditions in that branch 
of the bond market, that the bid may not be 
made too high. Comparatively few private in- 
vestors make bids of this kind, but when they 
do they generally offer prices far above those 
bid by the investment houses. 


* * * 


ONT hesitate to ask questions. In read- 
ing a circular jot down every question 
that occurs to you and ask it of the firm issu- 
ing the securities. Circulars vary in their 
completeness. The best of them must neces- 
sarily omit many things through lack of space 
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Monthly Net Earnings 











HIS table gives the returns of the principal railroads down to latest dates available, 
and should be studied in connection with the “Bargain Indicator,” which shows 


annual results, and the “Investment Digest,” 


be found. 


Current 
month. 
Atch., Top. & S. Fe a * Jan. $2,627,155 
Atlantic Coast Linet....... Jan. 1,004,876 
Baltimore & Ohio.......... Jan. 2,100,015 
Boston & Maine........... Jan. 479,137 
Buff., Rochester & Pittsb. .Jan. 225,200 
Canadian Pacifict......... Jan. 1,662,373 
Central of Georgia........ Jan. 226,984 
Central R. R. of N. J.t...Jan. 693,244 
Chesapeake & Ohio........ Jan. 831,199 
Chicago & Altont.......... Jan. 20,167 
Chic., Burl. & Quincy..... Jan. 2,808,408 
Chic. Ge. Weetern........- Jan. 254,746 
Chic., Mil. & St. Paulf....Jan. 1,734,931 
Chic. & Northwesternt..... Jan. 1,425,320 
Cleve., Cin., Chic. & St. L..Jan. 468,256 
Colorado & Southern...... Jan. 345,661 
Delaware & Hudson....... Jan. 824,705 
Del., Lack. & Western..... Jan. 1,316,492 
Denver & Rio Grandeft..... Jan. 376,489 
MNee ccccdévcecececccccces Jan. 1,083,017 
Gt. Northern ............. Jan. 1,337,322 
Hocking Valley .......... Jan. 145,928 
Illinois Centralt .......... Jan. 863,936 
Kansas City Southern...... Jan. 349,021 
Lake Erie & Western...... Jan. 85,717 
Lake Shore & Mich. So....Jan. 1,593,770 
Lehigh Valley .........++. Jan. 909,447 
Long Islandg..........+s. Jan. def. 16,517 
Louisville & Nashville..... Jan. 1,331,145 
Michigan Central ......... Jan. 682,637 
Minn. & St. Louist....... Jan. 209,789 
Minn., St. P. & S. S. MarietJan. 482,319 
Mo., Kansas & Texas...... Jan. 694,916 
Missouri Pacific .......... Jan. 1,408,654 
National Rys. of Mexico...Jan. 2,102,128 
Be. We CORR. wc cccccccces Jan. 2,082,029 
N. Y., Chic. & St. Louis. ..Jan. 265,050 
sae) 2) err Jan. 1,134,094 
N. Y., Ont. & Westernt...Jan. 148,041 
Norfolk & Western........ Jan. 1,471,154 
Northern Pacific .......... Jan. 1,736,875 
Pennsylvania R. R.f...... — 2.475,039 
Pere Marquettet.......... Jan. 185,300 
Pittsb., Cin., Chic. & St. L.tJan. 688,237 
Reading Companies shebest Jan. 2,527,82 
Rock Island ...........+++ Jan. 928,037 
Seaboard Air Limeft....... Jan. 589,913 
St. Louis & San Fran..... Jan. 1,262,896 
St. Louis Southwestern!...Jan. 287,969 
Southern Pacifict......... Jan. 2,185,667 
Southern Railway.........- Jan. 1,327,693 
Texas & Pacifict.......... an. 224,128 
Tol., St. L. & Westernt....Jan. 135,773 
Union Pacifict we do acpemnes an. 1,729,005 
ED. 4 c0enn 0n.i0dnee4 Jan. 281,234 
Western Maryland?t....... Jan. 126,458 
Wheeling & Lake mere . Jan, 109,469 
Wisconsin Central ... .... Dec. 333,934 


*Fiscal year ends June 30. 


Change from 


last yr. 
+$449,812 
+338,268 
+801,786 
—128,703 
781 
+579,515 
+31,152 
+-87,231 
+69,734 
—70,314 
+889,448 
+ 261,645 
+ 1,497,896 
+1,183,951 
+ 227,911 
+55,111 
+- 267,669 
+ 349,491 
+96,404 
+473,912 
+ 364,636 
—55,821 
+ 1,130,592 
+201,305 
+ 34,732 
+ 548,446 
+ 156,307 
+11,881 
+176,292 
+98,565 
+-271,060 
+ 217,648 
+ 205,977 
+ 482,638 
410,649 
+ 475,110 
+ 111,465 
—238,887 
+ 60,074 
+ 605,428 
+819,151 
+739,193 


+141, "521 


+Fiscal year ends Dec. 


Fiscal yr. 

to date. 
$23,974,838* 
5,296,571* 
18,124,243* 
7,011,256* 
1,962,234* 
28,793,526* 
2,415,516* 
6,898,051* 
6,732,521* 
1,724,392* 
22,849,752* 
2,430,660* 
19,225,166* 
16,017,510* 
468,256t 
3,157,046* 
824,7057 
9,826,717* 
4,483,389* 
10,021,569* 
22,929,673* 
1,767,518* 
6,864,188* 
2,519,277* 
85,7177 
1,593,7707 
8,891,447* 
f. 16,517+ 
9,901,123* 
682,637+ 
699,517 
693,203* 
003,383* 
338,760* 
549,716* 
2,082,029¢ 


Nue 


“uo 


265,0507 


14,373,803* 
1,775,328* 
9,634,648* 
18,998,600* 
2,475,039F 
2,084,604* 
688,237¢ 
17,263,129* 
12,067 ,971* 
3,578,197* 
9,660,921* 
2,550,090* 
28,875,332* 
12,842,808* 
2,227,713* 
727,684* 
23,593,577* 
4,279,613* 
924,660* 
1,498,445* 
2,041,692* 


tNet earnings are after 


Change from 
last fisc. yr. 
+-$3,222,888 
— 28,947 
+°1,962,421 
+ 450,087 
+140,595 
+ 3,240,420 
—127,903 
+781,096 
33,226 
~268,295 

+ 4,186,504 
+ 520,922 
-+-7,802,631 
+3,523,792 
+227,911 
+.23,306 

+ 267,669 
+-1,269,114 
+ 909,032 
+888,569 
-+-3,407,383 
+ 61,095 

+ 2,617,869 
+692,195 
+ 34,732 
+-548,446 

+ 1,319,788 
+11,881 
533,330 

+ 98,565 
+835,210 
+1,545,552 
+ 2,211,224 
+- 3,234,068 
—1,759,772 
+475,110 
+111,465 
+781,142 
+398,599 
+1,339,099 
+ 2,972,989 
+739,193 
+115,831 
+79,172 
+5,821,525 
+ 1,607,342 
+ 393,966 
+1,145,983 
+ 270,280 
+ 3,630,508 
+659,672 
—674,293 
+161,865 
+ 2,962,465 
+ 402,846 
—430,968 
+77,224 
+324,718 


where other details of earnings will often 


Stock outstanding 
(in millions). 


TT, 

Pref. Com. 
114 172 
ene 58 
59 152 
3 39 

6 10 
66 200 
15 5 
None 27 
eee 62 
19 19 
None 110 
41 45 
116 116 
22 130 
10 47 
Ist, 8; 2d, 8 31 
None 42 
None 30 
49 38 
Ist, 47; 2d,16 112 
209 None 
None 11 
None 109 
21 30 
11 11 
None 49 
aes 60 
None 12 
None 60 
None 18 
5 15 

12 25 
13 63 
None 82 


Ist, 57; 2d, 240 149 


None 222 
Ist, 5; 2d, 11 14 
None 157 
None 58 

22 97 
None 248 
None 453 

12 16 

27 37 

Ist, 28; 2d, 42 70 
49 90 

23 37 

Ist, 4; 2d, 15 28 
19 16 
None 272 

60 120 
None 38 

10 10 

99 216 

39 53 

10 49 

Ist, 4;°2d, 11 20 
1l 16 


deducting taxes. 
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HE sources of items are indicsted as follows: *Leading financial and investment 


publications. {Banking and S:ock Exchange houses. 
“The Magazine of Wall Street” nor the authorities quoted, guarantee the in- 


Neither 


§From official sources. 


formation, but it is from sources considered trustworthy. We endeavor to present in a 
few words the essential facts in regard to each company. For additional earnings, see 
also “Bargain Indicator” and “Monthly Net Earnings.” 


Allis-Chalmers.—PROGRESS OF RE- 
ORGANIZATION.—*Judge Geiger’s only 
stipulation regarding sale of property is that 
price must give bondholders 62%4c. on the dol- 
lar. This makes each $1000 bond worth $625, 
but voting trustees are confident that those 
who deposited their stock will eventually re- 
ceive a greater return. 7 months ended Jan. 
Co. earned $225,000 after all charges, receiver's 
expenses, etc., but without payment of interest. 


American Beet Sugar—THE SITUA- 
TION.—1tThis yr., besides handicap of low 
prices, sugar Cos. are carrying a large amount 
of unsold sugar. However, stocks in dealers’ 
hands are low, and with the tariff out of the 
way, buying on a more normal scale might be 
expected. Probably low prices will continue as 
result of large 1912 crop. Cuban production 
probably 2,000,000 tons against 1,850,000 tons 
last yr. and 1,483,000 yr. before. 


American Brake Shoe & Foundry.—|! N- 
CREASED DIVIDEND.—*Co. declared qtly. 
div. of 2% on pref., placing it on 8% basis 
against 7% heretofore. 


American Can.—DISSOLUTION SUIT 
PROBABLE.—*U. S. Gov. is introducing evi- 
dence before Grand Jury at Baltimore looking 
toward dissolution. Co. now employs 15,000 
men. Lower tariff would aid it with cheaper 
raw materials. Co. has never yet had any 
labor troubles and on most of its lines has 
no competitors —*24% back pref. divs. de- 
clared payable April 1, leaving 834% still due. 
Co. has purchased Western Canada Can Co. 
in British Columbia for $200,000. 


American Car & Foundry.—BIG SUR- 
PLUS.—*Good buying of com. stock is re- 
ported around 50. Doubtless big surplus of 
about $25,000,000 will some day be distributed 
as an extra div. Net earnings yr. ending 
April, 1913, will probably equal 5 or 6% on 
com., against 244% in 1912 and 7.2% in 1911. 
Co. has 5 to 6 mos.’ orders now on the books. 


American Cities —PROGRESS OF COM- 
PANY.—This Co., organized June, 1911, is 
earning at rate of 3.4%, compared with 2.1% 
last yr. Co. owns $45,700,000 securities of sub. 
Cos., from which earnings in 1912 were 
$2,282,593. 


American Coal Products.—DISSOLU- 
TION SUIT.—*Attorney-General Wickersham 


held combination in violation of Sherman 
Act and filed suit. Co. was incorp. in 1903 
and owns and operates about 40 plants, mak- 
ing coal products such as tar, ammonia, roof- 
ing material, etc. Pref. stock, created in 1912, 
has paid 4 qtrly. divs. of 134% ; com. now pays 
7%. Earnings on com. in 1912 were about 
10.6%. 

American Cotton Oil—COMMON DIVI- 
DENDS IMPROBABLE.—$Director says: 
“No discussion on com. divs, Our aim is to 
build up the business. Expenditures are at 
rate of $500,000 yrly. for machinery and plants, 
exclusive of ordinary improvements and re- 
placements.” 


American Agricultural Chemical.— 
PRICES WELL MAINTAINED.—*To date 
there has been no price cutting. Gain of 300,- 
000 to 500,000 tons consumption of fertilizers 
in the South is probable. Loss last yr. re- 
sulted from price war. This season Co. should 
make and sell 250,000 to 300,000 tons, and 
profit of $2 a ton would give nearly $600,000 
net, against practically nothing in Southern 
fields last yr. Earnings will take care of $400,- 
000 increase in pref. divs. and leave balance 
of 7 or 8% for com. 

American Light & Traction—A RE- 
MARKABLE RECORD.—* Net earnings 1912 


were 29.1% on pref., against 28.3% in 1911, 
26.1% 1910, 22.7% 1909. After 6% divs. on 
pref., com. earned 26% in 1912. Com. is 


quoted 395 bid, 405 asked, while 6% pref. is 
108 bid, 111 asked. 

American Locomotive.—O RDERS.—fJan. 
orders included 316 locomotives, whereas in 


Jan. 1912, all Cos. in U. S. booked only 250. 
Com. stock promises 5 or 6% for yr. ending 
June, 1913.—*In last 4 yrs. Co. has increased 


capacity 20 to 25% and has con- 
closing down 2 or 3 small 


productive 
centrated plants, 


ones. 

American Pneumatic Service. — I N- 
CREASED DIVIDENDS.—*Directors raised 
div. on 2d pref. from 2% to af yrly. Regu- 
lar div. of 3%4% on Ist pref. S. Gov. has 
been investigating cost of settee tubes 
with view to purchase, in which case Co. 


would retire its bonds and Ist and 2d pref. 
stock. Co. now has almost enough cash on 
hand to retire its total funded indebtedness. 
American Radiator Co—ANNUAL RE- 
PORT.—*Yr. ended Jan, 1913, earnings 
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equaled 22% on com, stock, against 17.9% 
preceding yr. Cash assets were $2,563,000 and 
accounts receivable $2,002,000; total surplus 
$6,226,000. At special meeting of stockholders 
increase in com. stock from $7,000,000 to $9,- 
000,000 was authorized. 


American Smelting & Refining. —DIREC- 
TOR’S STATEMENT.—$“In spite of gloom 
which pervades the Street we find nothing in 
our affairs to warrant pessimism. Our metals 
are moving into consumption at fair prices. 
We have oversold our lead production and 
have practically no stocks on hand against 
50,000 tons 1 yr. ago. Recent sales of copper 
have been heavy. We have been conservative 
in divs., so that our position grows stronger. 
The 69,500 shares of Smelting com. which 
Guggenheim Exploration Co. bought were 
purchased in the open market.” 


American Snuff.—ANNUAL REPORT.— 
*Yr. ending Dec. 1912, surplus over pref. div. 
equaled 16.3% on com. Divs. paid on com. 
14.5%. Reserve funds, taken out of earnings 
of previous yrs. and now taken into surplus, 
and profits from sale of securities, $1,012,841. 


American Steel Foundries —ANNUAL 
REPORT.—*For 1912 total income was $1,- 
588,766, against $167,807 in 1911. Charges were 
$5,000 larger and depreciation $123,000 more, 
leaving surplus of 4%4% on stock, compared 
with large deficit in 1911. Plants running 90% 
of capacity and booked 6 mos. ahead. Orders 
on hand are with one exception largest in 
history. 


American Sugar Refining —PROBABLE 
EFFECT OF TARIFF.—?During 1912 prices 
of raw sugar declined so that manufacturers 
now have considerable stocks on hand for 
which they paid above current prices. Co.’s 
per cent. of total production dropped below 
40% for Ist time being 38.5%, against 42% 
in 1911. Present indications point to surplus 
over divs. of betwecn 1 and 2% on com. Co 
would not be harmed by moderate reduction in 
tariff, as it is a refiner and could make a re- 
finer’s profit provided parity is maintained be- 
tween raw and refined. It is true that Co. has 
about $20,000,000 invested in beet sugar con- 
cerns which would be affected, but these in- 
vestments are carried on the books at only 
65% of par value and are mostly preferred 
stocks. It seems unlikely that any tariff 
would destroy the earning power of these 
pref. stocks. (See Am. Beet Sugar.) 

American Tel. & Telegraph—CURRENT 
BUSINESS.—*Jan. gross revenues were at 
increase of 10% over 1912. Long distance 
earnings increased 12%. As result of con- 
vertible bond offering, Co. has gained stock- 
holders, now having over 51,000, largest in 
history. Nearly 90% of new convertibles were 
paid in full on Ist instalment, so that Co. re- 
ceived about $60,000,000 where only $34,000,- 
000 was called for. Proceeds of new bonds 
will take care of 1913 and 1914 requirements 
and perhaps longer. 

American Tobacco.—1912 EARNINGS.— 
*Earnings last yr. probably exceeded 30% 
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on com. after div. on pref. Since Jan. 1, 
gain in business has been still greater. 


American Woolen. — POSITION OF 
PREF. STOCK.—*Pref. now yields over 9% 
on price. Business is speculative and tariff- 
protected, which accounts for weakness of 
stock. In recent yrs. margin of safety above 
divs. has been small. However, Co. has $70 
a share in quick assets or within $8 of present 
price on pref. stock. For 1912 net profits in- 
creased $497,071 over previous yr., and bal. 
equals 2.9% on com. stock—slightly less than 
in 1911.—?Co.’s yrly. gross business exceeds 
$50,000,000 and it has paid 7% divs. on pref. 
since incorp. 14 yrs. ago. Average net earn- 
ings last 6 yrs., as compared with preceding 
6 yrs., have remained stationary, while pref. 
div. requirements increased nearly 80%. Co.'s 
retirement of $10,000,000 com. stock through 
purchase in the open market was criticized. 
Net working balance Jan. 1 was $26,759,000, 
compared with $31,729,000 2 yrs. ago. So far 
as net result of balance sheet is concerned, 
effect of Co.’s stock purchase was as though it 
had borrowed the money at the banks. How- 
ever, 2 new mills, Wood, Worsted and Ayer, 
were built during this period and part of the 
cost has already been paid out of earnings. 
Co. on the whole has shown fair margin over 
pref. divs. and there is good reason to hope 
that these may be continued. 

American Writing Paper.—I NCOME AC- 
COUNT.—*After deducting bond interest’ of 
$850,000, sinking funds $100,000, and other 
charges of $306,392, Co. had surplus of $341,- 
257 on its $12,500,000 pref. stock. 

Assets Realization Co.—ANNUAL RE- 
PORT.—*Yr. ended Dec., 1912, showed about 
14% earned on stock. Surplus was in excess 
of $1,400,000 

Associated Merchants) — NORMAL 
EARNINGS.—*For 6 mos. ended Feb. net 
earnings were $722,383, against $721,073 in 
1912 and $813,265 in 1911. Present business 
is best in the Co.’s history. Pres. Claflin says 
there is some cause for apprehension over 
tariff changes. (See United Dry Goods.) 

Atchison, To -. & Santa Fe—CON- 
VERTIBLE BO —*Convertible 5s may 
be exchanged age com. stock at par up to 
June 1; hence, if held to maturity in 1917, 
buyer gets 5% on his money and also receives 
a call on Atchison stock at par good to June 
1. Likewise convertible 4s, 1960, selling under 
par, represent a ten-yr. call on this stock at 
par. Gross earnings 7 mos. of fisc. yr., $70,- 
927.000. against $63,270,000 last yr.; net, $21,- 
248,000, against $18,292,000. Prospect of $5,- 
000,000 gain in net full 12 mos. 


Atlantic Coast Line—NEW BONDS.— 
*Bankers who purchased $3,500,000 4% bonds 
due 1959, are offering them to yield about 
4.7%. This sale provides Co. with over half 
the money used in subscribing for 51% of 
$12,000,000 new L. & N. stock. Remainder can 
be taken care of out of earnings. 


Baldwin Locomotive.—1912 RESULTS.— 
*Total production 1912 $28,924,000; net earn- 
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ings after charges $3,698,000; profits after divs. 
$1,898,000. Pres. Johnson says unfilled orders 
are larger than at any time since acquisition 
of the property. 


Baltimore & Ohio.—EARNINGS.—*In 7 
mos. ended Jan. gross earnings increased 14% 
over last yr. and net increased over 12%. Al- 
most ideal operating conditions were respons- 
ible for this yr.’s gain. 


Bethlehem Steel—PREFERRED DIVI- 
DEND.—*Directors declared 5% out of 1912 
earnings, payable during 1913. In 1913 Co. 
may show 15% on com. after 7% on pref. 
Earnings on pref. 1910 to 1912 inclusive were 
14% yrly. Co. has largest individual steel 
plant in the world, employing between 20,000 
and 25,000 men. Iron capacity, 1,000,000 tons 
yrly. Pres. C. M. Schwab’s object has been to 
diversity production and reduce costs. Busi- 
ness enough now on books to last 6 or 8 mos. 


Boston & Albany—CONDITION OF 
ROAD.—*Co.’s freight tonnage per mile is 
more than double any other New England 
road; passenger miles per mile of road greater 
than any other in U. S. with one exception. 
In locomotives per mile of road it is exceeded 
only by Pittsburg & Lake Erie and Reading 
Road has 247 bridges and within 3 yrs. has 
rebuilt 100; in current year will rebuild 25 
more. Main line has 100-Ib. rails throughout. 
Since 1900 $20,000,000 has been spent to im- 
prove property. (Controlled by N. Y. Cent.) 


Boston & Maine—PROSPECTS FOR 
NEW STOCK.—*Com. stock is selling at low- 
est level for many yrs. Mass. law requires 
that the $10,663,700 new stock be offered at 
par or higher, and current price below 90 does 
not augur well for new issue. However, no 
substantial block of B. & M. stock could be 
bought without raising the price to par. Pos- 
sibility that New Haven may be obliged to 
provide B. & M. with funds by taking more 
than its share of new stock. If results con- 
tinue like those of recent mos. little actual 
earning power on stock can be expected for 
~~ a. yr. (Controlled by N. Y., N 


Brooklyn Rapid Transit—OPERATING 
EFFICIENCY.—*Although Co. has had good 
weather, large net returns are also due to 
excellent physical condition, as result of $40,- 
000,000 improvements, betterments and addi- 
tions during past 7 or 8 yrs. 


Brooklyn Union Gas.—DIVIDEND.— 
*Regular qtrly. div. 14%. On alternate pay- 
ments Co. has distributed 1% extra, making 
8% yrly. 


California Petroleum. — JANUARY 
EARNINGS.—*Current earnings are at rate 
of about 9% on com. after 7% on pref. Sur- 
plus increased $4,000 in Jan. through purchase 
of bonds for sinking fund at a discount. New 
topping plant will improve the showing for 
succeeding mos. 


Canadian Car & Foundry.—INSUFFI- 
CIENT MATERIAL.—*Co. has difficulty in 
getting shapes and material from producers 
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in U. S., so that it has been necessary to lay 
off a large number of men. 


Canadian Pacific—NEW STOCK.—*Sub- 
scriber for stock to be paid for currently up 
to Oct. 20, receives no income for period be- 
tween Sept. 30 and Dec. 31, 1913, so that road 
has use of $105,000,000 3 mos. free. First in- 
stalment of 20% was overpaid about $2,000,000. 


Case Threshing Machine—ANNUAL 
REPORT.—*For 1912 net earnings were $2,- 
770,000, against $1,509,000 in 1911. Charges 
and taxes $506,000, against $448,000 in 1911. 


Central Leather—A SPLENDID YEAR. 
—*Net profits in 1912 $7,709,000, against $2,- 
278,000 im 1911 and $3,403,000 in 1910. To 
some extent the $14,000,000 expansion in gross 
sales was due to higher selling prices, increase 
being over 25% during the yr. But sales were 
larger—11,013,000 sides of — against 9,- 
794,000 in 1911, a gain of 12 Increase in 
net earnings from lumber operations was due 
to 20% advance in prices and better demand. 
This favorable combination is not likely to 
appear again in any one yr. for some time 
to come, hence 1913 earnings will probably not 
equal 1912. Balance for com. in 1912 almost 
9%, but as average for 4 yrs. has been only 
%, com. divs. not likely at present. Net 
working capital Dec. 31, $53,343,000, or $14,- 
130,000 more than entire bonded debt, leaving 
all physical properties and $14,000,000 cash for 
the stock. Co. has turned banker and is loan- 
ing heavily in the Street. Can retire $2,680,000 
bonds in May without refunding. 


Chicago & Alton. —MATURING NOTES. 
—*$2,500,000 3-yr. notes maturing March 15, 
paid off in cash by sale of a block of the 
$20,000,000 6% bonds authorized last yr. Of 
the latter, $4,500,000 was sold last summer for 
improvements and clearing off floating debt. 


Chicago, Milwaukee & St. Paul.—*ELEC- 
TRIFICATION of 450 miles of the Puget 
Sound through Montana & Idaho begins 
shortly. Management contemplates extending 
this work over the Cascade Mts. later. Will 
be operated by power generated from streams 
at 7 or more points. New type of motor will 
be used, to run 300 miles without inspection, 
while steam locomotives can run only 100 to 
125 miles. Co. will begin with 50 of these 
motors for heavy work, built to haul 2,100 tons 
up a 1% grade. For 7 mos, ended Jan. Co 
earned 7.1% on com., or at yrly. rate of 12%. 
—*Co. now earning at rate of 15% yrly. on 
com. stock, and Street believes 7% divs. will 
be resumed before long. 

Chicago Pneumatic Tool—ANNUAL 
REPORT.—*For 1912 earnings on stock were 
13%. During 11 yrs. of Co.’s history earnings 
have averaged 9.3%. Divs. of $2,268,000 have 
been paid, leaving for the property $4,355,000; 
depreciation, development and foreign plants 
have taken $2,348,000; leaving surplus of $2, 
007,000. Working capital is $333,000 more 
than par value of $2,300,000 5% bonds out- 
standing. (Controlled by Beth. Steel.) 


Chicago Railways.—IMPROVEMENTS. 
—*This year 42 miles of new track are pro- 
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jected, 150 new cars, 2 new substations of 14,- 
000 KW. power, and rebuilding of car barns. 
Average mthly. increase in eartiings for fisc. 
yr. 7 or 8%. Recent increases have been on 
an ascending scale. 


Chesapeake & Ohio.—STEADY BUSI- 
NESS.—§Denied that Co. contemplates dis- 
continuing divs. because of heavy finan. re- 
quirements. Pres. Stevens says, “Earnings bet- 
ter than last yr. and I think Co. will earn 7% 
this fisc. yr. Additions and bettermens have 
increased efficiency and reduced operating 
costs. Future was never brighter than today.” 
Chairman Trumbull says, “Co. has no financ- 
ing to do this yr. except for improvements. 
In 7 mths. ended Jan. Co. earned 4% on 
stock.” 


Colorado Fuel & Iron.—POSITION OF 
COMPANY.—tDeclaration of 35% accumu- 
lated divs. on pref. reflects better condition of 
trade, but still more success of management in 
improving operating and finan. conditions. 
About 5 yrs. ago control passed to Rockefeller 
interests, who have undertaken extensive and 
intelligent upbuilding of property. They ap- 
pear confident that Co. is on the road to bet- 
ter things. Operating ratio has declined from 
86.1% in 1908 to 81.7% in 1912. Earnings on 
pref. 90% in 1912, against 14.7% in 1908. 
Gross earnings have shown steady growth 
while Eastern steel Cos. have suffered wide 
fluctuations. Pref. stock outstanding is only 
$2,000,000 8% cum., $34,235,000 com.; hence 
payment of back divs. required only $700,000, 
and the 39% remaining will take only $780,000. 
Co. could of course pay this off easily. Co. 
owns its own coal, iron and lime stone de- 
posits, and as it sells in the West, is largely 
free from Eastern competition. 


Continental Can.—FIRST DIVIDEND.— 
*Directors declared 2%% on pref. or at rate 
of 7% yrly. All of the $5,500,000 pref. stock 
was applied for in advance of public subscrip- 
tion. Co, takes over Continental Can of N. J. 
and Standard Tin Plate of Pa., which have 
grown from 175,900 boxes tin plate in 1905 to 
1,290,000 in 1912. Last yr. the two companies 
— 420,000,000 cans against 48,000,000 in 


Corn Products —-GOVERNMENT SUIT. 
—§Pres. Bedford says: “Gov. contention is 
that we were put together as a monopoly and 
therefore illegally. If so, we have been very 
unsuccessful, because there is more competi- 
tion than ever before. At formation Co. had 
90% of the business; now it has not over 50% 
New plants in Argentina, the United Kingdom 
and elsewhere will further increase competi- 
tion. Annual report will show 6%% on the 
pref., about the same as last yr.” 


Crex Carpet—ANNUAL REPORT.— 
*Surplus for divs, in 1912 was 11.8% on stock 
against 10.3% in 1911 and 10.1% in 1910. For 
2 yrs. 6% div. has been paid. Working .cap- 
ital Dec. 31 was $36.59 a share, with no bond- 
ed debt. Co. intends to erect a new plant but 
plan and situation have not yet been decided. 
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Crucible Steel—*NEW PLANT will be 
operating July 1, consisting of 1 blast furnace, 
8 75-ton open hearth furnaces, blooming mill 
and bar mill. It will furnish Co.’s other 
plants with raw material and will sell some in 
the open market. All plants are operating 
full with orders mos. in advance. 


Deere & Co—LARGE SALES.—*Jan. 
sales were 29% over last yr. and Feb. will 
probably increase nearly 40%. Yr. ended Oct. 
1912 showed 11.8% on $20,178,000 com. stock. 


Delaware, Lackawanna & Western.—A N- 
NUAL REPORT.—*Gross earnings 1912 in- 
creased $1,000,000 but heavy operating ex- 
penses caused loss of $600,000 in net. Addi- 
tions and betterments were $1,720,000 against 
$2,200,000 previous yr. Merchandise traffic in- 
creased but coal tonnage decreased. Equip- 
ment and maintenance expenditures were more 
liberal. Earnings on com. stock 33.2% against 
31.8% in 1911. 


Denver & Rio Grande.—IMPROVED 
OPERATING.—*In 2 yrs. of new manage- 
ment operating expenses have fallen from 
82% to 72% of gross and transportation costs 
from 43% to 35%. Half yr.’s earnings were 
2.5% on pref. 


Detroit Edison—CONTINUED § IM- 
PROVEMENTS.—* Increased business has 
required liberal improvements and _ better 
ments, so that new issue of bonds will be 
offered this yr. Jan. showed increase of $80,- 
000 in gross and $42,000 in surplus over 
charges. Improvements in 1912 were over 
$3,000,000 and this yr. will be equally large. 


Electric Bond & Share—ANNUAL RE- 
PORT.—*Net for 1912 $1,226,000, against 
$707,000 in 1911. Pref. divs. 1912 $160,000, 


com. divs. $225,000, surplus $840,000. (Con- 
trolled by Gen. Elec.) 
Emerson - Brantingham.—5 MONTHS 


REPORT:—*For 5.mos. to Dec., the dull sea- 
son, earnings on com. have been at rate of 
434%. Expected that $12,000,000 business will 
be done yr. ending Aug. 1, 1913, against less 
than $10,000,000 for aggregate of independents 
composing Co. in their last previous fisc. yrs. 


Erie—PROGRESS.—*Heaviest business 
in history. Jan. gross increased 14.6%; July 
1 to Feb, 14 gross gained 9.6%. 300 automo- 
bile cars have been put in service, 65 Mikado 
locomotives, 5 Pacific passenger locomotives, 
500 coke cars and 500 steel underframe box 
cars. Another order of 1000 steel under- 
frames is partly delivered and in service. Co 
recently ordered 10 Pac. freight locomotives, 
10 Pac. passenger locomotives, and 25 steel 
express cars, 


Federal Mining & Smelting—NEW 
PROPERTIES.—*Co. has acquired controll- 
ing interest in the Flynn group of mines under 
2 yr. bond for $150,000. Co. now owns all 
property between its Morning and Mace 
mines, about 5 miles apart, and plans devel- 
opment of holdings. 
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Ford Motor.—BIG GROWTH.—*This is 
largest American auto. concern. Net assets 
$25,000,000, employs 18,000 people, raw mate- 
rials on hand about $7,000,000. Co. was built 
up from original cash capital of $28,000 until 
~ 9 net profits will probably exceed $15,- 


General Electric—BIG ORDER.—*Co 
has secured largest single order ever placed 
for R. R. motor apparatus, to be used in 
electrifying suburban roads of Melbourne, 
Australia. City will spend nearly $12,000,000 
in electrification of steam lines. Fisc. yr. end- 
ed Jan. Co. earned 16% on $77,335,000 cap. 
stock, equivalent to about 12.5% on present 
$100,000,000 stock, which includes last 30% 
stock div. Next stock div. not likely for sev- 
eral yrs. but day of extra distributions is not 
past. To date the earning power of Co. has 
not been affected by business unsettlement. In 
Jan. and Feb. orders were booked at yrly rate 
of $126,000,000, against $102,000,000 in 1912. 


General Motors—INCREASED BUSI- 
NESS.—*Up to Mar. 1 Co. received $41,738,- 
000 against $24,911,000 last yr. for same 7 
mos. increase of 67%. Cars produced were 
30,718, against 30,779 previous yr., increase of 
43%. Pref. stock is working rapidly toward 
an investment position. 


B. F. Goodrich—DECREASED PROF- 
ITS.—*For 9 mos. ended Dec. net profits were 
$3,600,000, equaling balance of only 4%% on 
com. stock, and it is understood that earnings 
for past quarter have been still less. Average 
margin of profit on gross sales 1908-11 was 
18%, but for 1912 less than 10%. With shoe 
and textile manufacturers, for instance, mak- 
ing only 5% to 7% on their turnover, it was 
only a question of time when profits on rub- 
ber tires must decline. There is now plenty 
of competition. Regular pref. div. declared. 


Guggenheim Exploration. — FOUR 
YEARS RECORD.—flIn 4 yrs., on unchanged 
capital of $20,800,000, Co. has paid over $8,- 
000,000 in divs. and surplus has increased over 
$10,000,000. Moreover, security holdings are 
carried on its books at cost, while at current 
prices they show nearly $12,000,000 excess over 
those prices. 

Harriman Lines—DISSOLUTION 
MUDDLE.—*Member of executive committee 
says, “West. Pac. will not be given for noth- 
ing privileges over So. Pac. lines for which 
U. P. was ready to pay a high price.”—*So. 
Pac. 6% div. rate is safe, as earnings for 6 
yrs. have averaged 7.9% on stock without in- 
cluding Cent. Pac. If there be any cause of 
distant anxiety it is in Cal. where rates, wages, 
prices, and cost of R. R. construction are all 
high. So far, however, State Commission has 
shown no disposition to reduce Co.’s earning 
power. Any move to reduce rates would 
hardly interfere with income for several yrs. 
to come. 

International Harvester—NEW LINES. 
—*Earnings on com. 1912 about 15%, after 
charging off $4,000,000 for various reserves. 
Cash surplus about $25,000,000. Five plants 
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are now manufacturing so-called “new lines” 
—auto wagons, commercial cars, gasoline en- 
gines, cream separators, tractors, manure 
spreaders, etc., with total employees of 10,000 


International Nickel. — INCREASED 
DIVIDEND.—*Directors declared a div. of 
3% on com. and 144% on pref. Since Co. in- 


creased cap. in July, 1912, com. has received 
7%4%. The 2 previous divs, being 242% and 
2% 


International & Gt. Northern.—NEW 
EQUIPMENT.—*Purchase authorized of 
1,000 freight cars, 10 consolidation locomo- 
tives, 12,000 tons 70-Ib. steel rails, and ballast 
ing of 200 miles of track. Funds provided by 
sale of bonds. Negotiations for sale of road 
to Mo. Pac. have been dropped owing to wide- 
spread opposition. 


International Paper.— ANNUAL RE- 
PORT.—*Earnings 1912 equaled 104% on 
pref., or 5.65% on com. after allowing for 
6% div. on pref. This is best showing since 
1903. For the five years 1907 to 1911 scarcely 
anything was shown for the com. stk. Only 
roy 


2% was paid on pref. last yr. and $1,131,615 
was charged off for depreciation of plants, 
leaving actual balance for divs. of 5.35% on 
pref. Maintenance charges were over $]1,- 
400,000. Pres. Dodge says industry is pass- 
ing through period of trial owing to tariff 
changes, Canadian competition, increasing 
cost of wood, and refusal of Canada to permit 
export of cheap wood to U. S.—*Estimated 
recent U. S. Treasury ruling shuts out about 
300,000 tons Canadian paper. This compares 
with 100,000 tons now imported, and Inter’l 
Paper Co. production of 525,000. There is 
now some overproduction of news print, hence 
Co. will turn 20% to 25% of capacity to other 
lines. 


Interboro Rapid Transit—NEW BONDS 
—*First block of new bonds likely to be taken 
before June 30, according to original agree- 
ment. Present $30,552,000 Ist mort. 5’s ex- 
pected to be retired at 105, leaving new bonds 
only charge against Co. Cumulative prior 
claim of Co. on net earnings of enlarged sys- 
tem is $14,568,000; all has passed Commission 
except $1,800,000, which is tied up in elevated 
3rd tracking controversy—*For 8 mos. Co.’s 
gross is $925,000 over last year, so that full 
yr. will show satisfactory gain. 


International Smelting & Refining.—NO 
NEW STOCK.—*While Co. intends to in- 
crease smelting capacity in West, not believed 
new stock will be issued for purpose before 
last of year. Earnings 1912 exceeded 1911. 
Stock has book valuation of $125 a share, at 
which price a large block was taken over by 
Amalgamated Copper interests. 


International Silver—ANNUAL_ RE- 
PORT.—*Earnings 1912 were 11.8% on pref., 
against 16.8 in 1911. 

International Steam Pump. — POOR 
PROSPECTS.—*Although orders Feb. 1 were 
largest for 3 yrs. and prices 5% over Sept., 
1912, severe competition continues and general 
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impression is that 6% divs. on pref. wil! be 
suspended at April meeting. 


Kansas City, Mexico & Orient—FUNDS 
WANTED.—*English bondholders are having 
trouble getting funds for reorganization. In- 
timated foreclosure may result. Receivers are 
rushing extension Fort Stockton to Alpine, 
Tex., to connect with So. Pac. 


Kresge.—1912 BUSINESS.—*Gross sales 
of Co.’s chain of dept. stores 1912 increased 
30% over 1911; surplus for divs. incr. 60%; 
bal. for com. stk. was about 10.6%. Working 
capital $1,800,000, or $90 a share on pref. s:k. 
Good will is carried at $4,376,000, furniture 
and fixtures $1,221,000. 


Lehigh Coal & Navigation—ANNUAL 
REPORT.—*After expenses, taxes, interest 
and depreciation, Co. earned 8.6 on stock in 
1912, against 10.2 in 1911.: Gross increased 
$128,000 but expenses incr. $453,000. ‘Total 
coal mined 3,616,000 tons, against 4,001,000 pre- 
vious yr. (Controlled by Lehigh Valley.) 


Long Island—ANNUAL REPORT.— 
*1912 operations showed material improve- 
ment. A close supervision of operating costs 
enabled Co. to reduce operating deficit by over 
$175,000. Co.’s rehabilitation and construction 
program has been carried to a point where 
greater economy is possible. There was a 
substantial gain in both freight and passenger 
business, but the road still has many problems 
to solve. Construction work probably com- 
Bes by Jan. 1, 1915. (Controlled by Penna. 


Loose-Wiles Biscuit—OPERATIONS.— 
*Cost of new factory on Long Island will be 
deducted from current yr.’s profits. Now 
operating 8 plants at prominent shipping points 
Boston to Kansas City and Dallas. 

Louisville & Nashville—SMALLER 
EARNINGS.—* Net profits have been reduced 
so far this fiscal yr. by heavier appropriations 
for maintenance, double tracking, grade reduc- 
tions, realignment, etc. Extensive improve- 
ments are planned for the Eastern Ky. coal 
fields. Predicted that earnings on stock this 
fisc. yr. will be about 13% against 16% last 
yr., capital stock having been incr. from $60,- 
000,000 last yr. to $72,000,000 this yr. There 
are rumors of another stock issue this yr. 
Co.’s profit and loss surplus last June was 


$37,000,000. (Controlled by Atlantic Coast.) 
Mackay Companies—ANNUAL_ RE- 
PORT. er. Mackay states as usual that in- 


come of sub. Cos. is more than needed for 
divs. of Co. but he neglects to say how muck 
more. Co.’s income from divs. of sub. Cos. 
and investments was 5.1% on com., practically 
the same as last yr. Assets $92,366,000, all 
representing investments, except $353,000 cash. 

Mass. Electric—NOTE ISSUE.—*Issue 
of $3,500,000 coupon notes authorized, pro- 
ceeds to be used in part to refund notes ma- 
turing July 1, 1913. 


Massachusetts Gas.—EARNINGS.—*Sur- 


plus for com. div. 7 mos. ended Jan. was at 
rate of 634% yrly. as compared with 4% paid. 





THE MAGAZINE OF WALL STREET. 


Mexican Petroleum—We did not make 
clear last mo. that 2% gqtrly. divs. are on 
pref. stock; on com., 1% qtrly. 


Minneapolis & St. Louis —BETTER 
EARNINGS.—*Surplus this fisc. yr. should 
wipe out deficits of 1911 and 1910. Turn for 
the better has helped the stock, though div. on 
pref. cannot be expected this yr. 


Missouri, Kansas & Texas.—PROS- 
PECTS.—*This fisc. yr. net should exceed $1,- 
500,000, after 4% div. on pref. and after wi- 
ping out last yr.’s defict of $504,000. This 
good showing is helping price of pref. Di- 
rectors authorized $19,000,000 2-yr. 5% notes, 
for refunding. 


Montgomery Ward—NEW STOCK.— 
*Co. sold $5,000,000 7% cum. pref. stk. callable 
at $115 and accumulated divs. or at $112.50 for 
sinking fund purposes. Co.’s net quick assets 
equal $130 a share of pref. Net earnings for 
4 yrs. have averaged 5 times div. require- 
ments on this pref. stk. 

National Biscuit—ANNUAL REPORT. 
—*For yr. ended Jan. 1911, gross was $45,340,- 
000, but 1912 fell below $44,000,000; 1913 rose 
to over $46,000,000, but net earnings declined 
$134,909 or less than %4% on com. stock. In- 
creased competition was felt, especially the 
Loose-Wiles combination, which has in some 
lines been more resourceful than Nat. Bis. an- 
ticipated. However, chief cause of small de- 
cline in net was higher cost of raw material. 

National Enameling & Stamping.—DE- 
FICIT AFTER DIVS.—*For 18 mos. ended 
Dec., deficit after pref. divs. was $241,000 
compared with surplus of $171,000 for yr. end- 
ed June, 1911. 

National Lead —ANNUAL REPORT.— 
*For vr. ended Dec. balance for com. stock 
was $786,000, or about 3.8%; com. divs. $619,- 
000; surplus $166,000—increase of $44,000 over 
preceding yr. Improved business in Jan. and 
‘eb. 

New York Air Brake—ANNUAL RE- 
PORT.—*Yr. ended Dec. Co. earned 5.7% on 
stock against 0.5% previous yr.; working as- 
sets $3,228,000; working liabilities $117,000. 
Pres. Starbuck says, “Co.’s finan. and physical 
condition was never better; large orders on 
hand and prosperous business assured.” 

New York Central—NEW SHOPS.—*32 
acres of land purchased west of Ashtabula for 
big pressed steel car plant to manufacture 
equipment for Co. Will employ 7,000 men. 
Operations to commence at once. Divisible in- 
come of Co. in 1912 was $1,424,000 less than 
in 1911, in spite of about $6,000,000 increase 
in gross earnings. Operating expenses ab- 
sorbed practically the entire increase. 

New York, New Haven & Hartford.— 
EARNINGS DECLINING.—*Earnings since 
Nov. indicate Co. will not fully earn 8% div. 
At the end of Oct. Co, was $1,600,000 to the 
good, but in Nov. and Dec. net earnings feli 
off sharply owning to increased expenses. 

New York, Ont. & Western—EARN- 
INGS.—*For 6 mos. ended Dec. gross earn- 
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ings gained $269,000 over previous yr.; surplus 


after charges increased $299,000 


New York Railways—SIX MONTHS 
BUSINESS.—*Total income 6 mos., $2,720,- 
000; interest $1,349,000; income available for 
interest $1,370,000; interest on real estate and 
funding bonds $325,000; interest on adj. bonds 
$689,000 ; net income $355,000; passengers car- 
ried 136,744,000. 

Norfolk Southern.—BONDED INDEBT- 
EDNESS.—*Sale of $6,000,000 5% bonds 
makes funded debt $16,362,000 or at rate of 
only $17,060 per mile on 907 miles of road. 


Norfolk & Western —OPERATION RA- 
TlO.—*Jan. proportion of operating expenses 
to revenue was 61.5% against 70.5% last year. 
Stock is still under influence of issue in Feb. 
of $19,000,000 convertible borids. Evidently a 
good deal of stock has been sold recently. 
(Controlled by Penna. R. R.) 


Northern Pacific—NO NEW STOCK.— 
*Decline in price of stock has been accom- 
panied by rumors of new stock, but these have 
no basis. Possibility that bonds may be sold 
but Co. does not appear to need funds at pres- 
ent. Decision of U. S. Supreme Court against 
Co. on Yakima lands has no direct effect. 
This land comprises about 297,000 acres, esti- 
mated value $3,000,000, but has never been 
included in Co.’s holdings as shown in report. 


Pacific Telephone & Telegraph—AN- 
NUAL.—*Divs. of $1,715,000 were paid on 
pref., leaving surplus of 0.7% on $18,000,000 
com., against 1% last yr., when pref. divs. 


were $1,090,000. 


Pennsylvania Lines.— ANNUAL RE- 
PORT.—*Earning power of Pa. stock really 
comprises $42,153,000 earned by Pa. Line East 
plus undistributed surplus of $7,102,000 of 
Lines West, total equal to 10.8% on Pa. stock. 
For 1912 gross revenues increased 10.8%, op- 
erating expenses 11.8%, net earnings 8.3%, 
and $8,257,000 more was taken out of revenues 
for maintenance than in 1911 before arriving 
at net earnings. Actual cost of transportation 
was at lower ratio, being 36.1% in 1912, 
against 36.9% in 1911 in spite of general in- 
crease in cost of railroading. 


Peoria & Eastern.—INTEREST PAID.— 
*Directors declared 4% on income bonds. 
Last yr. this interest was omitted, paid in 1910 
and 1911, none in 1909, paid 1902-8. Co. is 
leased to the C.. C.,.C. & St. L., which owns 
half of its stock. 


Pere Marquette—*OPERATING RE- 
SULTS shew improvement under present 
management, due to better co-operation among 
departments. 7 mos. ended Jan. transporta- 
tion expenses decreased $212,000 and train- 
miles decreased $375,000. Operating expenses, 
however, increased, due to $356,000 more for 
maintenance of way and $189,000 more for 
equipment. 


Philadelphia Rapid Transit—EARN- 
INGS.—*Jan. gress increased $193,000 over 
last yr. Net increased $128,000. For 7 mos. 
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ended Jan. surplus after charges $283,000, 
against deticit of $39,000 previous yr. 
Pittsburg, Cin., Chic. & St. Louis.— 
NEW BONDS.—*Ohio Pub. Service Com- 
mission orders that $7,000,000 rtew 4% bonds 
be not sold below 92. ae ie are for 
bonds on sub.-Co. maturing Jan. 1, 1914; new 


equipment costing $2,682,000, and construction 
costing $1,315,000. (Controlled by Penna. 
R. R.) 

Pittsburgh & Lake Erie—*EXTRA 
DIVIDENDS of 5%, compared with extra 
12% in March, 1912, 25% in 1911, and 40% 
in 1910. Regular divs. are 10% yrly. (Con- 
crolled by N. Y. Cent.) 


Pittsburg Coal—ANNUAL REPORT.— 
*For 1912 surplus above pref. div. was $671,- 
000, an increase of $633,000 ower preceding 
yr. Earned on pref. 7.5%. 


Pond Creek Coal Co.—PRODUCTION. 
—*Management believes that by April 1 prop- 
erty will show sustained mthly. output of 50,- 
000 tons. Production for 1913 about 500,000 


tons. 


Pressed Steel 
INGS.—* For 1912 Co. 
net than in 1911, showing margin of 4% 
for com. after div. on pref., and paid off mort- 
gage of $75,000 on the Allegheny plant, leaving 
Co. free from bonds or mortgages, and ex- 
pended $146,000 for improvements, against 
$283,000 in 1911. No charges for depreciation 
in 1911 or 1912. Orders were executed on ad- 
vancing prices for labor and material and this, 
with restricted volume of business, reduced 
earnings. 

Procter & Gamble—PROFIT SHAR- 
ING.—*Co. announces that divs. on profit- 
sharing stock will be raised. Distribution of 
16% to 24% yrly. will be made on $1,250,000 
stock. Over $1,000,000 has been paid on profit- 
sharing stock in last 20 yrs. Co. was one of 
the first to adopt this plan. 


Railway Steel-Spring—ANNUAL 


Car—SMALL EARN- 
earned $80,000 more 


RE- 


PORT.—*Gross earnings for 1912 were rt 
over 1911. Surplus after pref. divs. was 5% 

on com., against 0.3% for 1911 and 6% ier 
1910. 


Reading.—SPLENDID SHOWING.— 
*For 7 mos. ended Jan. surplus of all Cos. 
increased 100%, providing full yrs. div. re- 
quirements with margin of $3,600,000 to spare. 
Full yr. may show 19% earned on com. stock. 


Republic Iron & Steel—EARNINGS.— 
*Expected that for yr. ending June next 
balance for com. stock will be close to 10%, 
after 7% on pref. Believed that back divs. 
of 5%% on pref. will be paid off this yr. 

Republic Railway & Light.—RESULTS 
FOR 1912.—*Yr. ended Dec. earnings on 
com. were 3.5%, after 6% on pref., against 
1.8% last yr. for com. 

Rumley, M.—FINANCING.—*Directors: 
authorized $10,000,000 2-yr. 6% notes con- 
vertible into com. stock from Sept. 1, 1913, 
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to Dec. 1, 1914. Including new cash, Co. will 
have net assets of $30,000,000 and net quick 
assets of $20,000,000 or twice the note issue. 
Com. stock will be increased from $12,- 
000,000 to $22,000,000. 


Seaboard Air Line—SALE OF NOTES. 
—*$6,000,000 3-yr. 5% notes cover refunding 
of $2,400,000 obligations and $3,600,000 ad- 
ditions and betterments. Expected to fill 
financial requirements for 2 yrs. Double 
track, terminal and yard facilities will be 
constructed at rate of $150,000 mo. 


Sears, Roebuck—BIG PUBLISHING 
CONTRACT.—*Largest contract for single 
volume of fiction in history of publishing 
has been closed with Harper Bros., 1,000,000 
copies of “Ben Hur.” S. R. & Co. have 2nd 
or largest printing establishment in 


Sloss - Sheffield.—FAIR BUSINESS.— 
*Understood that fisc. yr. ended Nov. 
showed fair surplus after pref. divs. Would 
have been larger if Dec. were included. 
No probability of com. divs., as manage- 
ment will make improvements out of earn- 
ings this yr. 

St. Louis & San Francisco.—EARNINGS 
& MAINTENANCE.—*For 7 mths. ended 
Jan. operating revenue gained 10%, with 
further gain in Feb. The open winter has 
permitted continued heavy maintenance 
work; way and structures 11% over last 
yr., equipment 7% more. 


St. Louis Southwestern——PROSPECTS. 
—*For yr. ending June next, probable earn- 
ings about $1,300,000 over last yr., with 
balance of 6% for com. In 6 mo’s ended 
Dec. Co. earned 5.2% on com. after half 
yr’s. pref. divs. Half the increase in gross 
was put back into property by increased 
maintenance. 


Studebaker.—SATISFACTORY PROG- 
RESS.—*Earned 5% on com. in 1912. 
Gross sales about $35,000,000 and $50,000,- 
006 expected in 1913. Co. has become one 
of 5 major auto Cos. It has $20,000,000 
net quick assets and $1,400,000 floating debt, 
with $7,600,000 5% notes. 


Tennessee Copper—NEW PLANS.— 
*Philips management desires to undertake 
big construction work, of $3,000,000 or $4,- 
000,000. Co. has but a few yrs. more ore 
of the grade that has been treated, esti- 
mated 3 to 6 yrs. The only future supply 
is the Eureka Mine, with ore averaging only 
4% copper and high in sulphur and iron. 
However, past ores have contained 40% 
iron, which has been dumped as slag, and 
management desires to erect a new plant to 
treat both low grade ores and the old slag, 
building iron furnaces and securing coal 
and coke supplies. 


Texas Pacific Land Trust—SALES FOR 
1912.—*Total receipts $553,000, expenses 


$529,000. During the yr. 18,484 acres were 
sold for $94,240. 


000,000 6% pref. and $9,200,000 
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Texas Pacific—VARIOUS MISFOR- 
TUNES.—*Management is contending with 
loss of traffic in cotton, Cal. fruits and Miss. 
floods. In 6 weeks gross earnings have de- 
creased $130,000 compared with 1912. Man- 
agement will ask Congress for permission 
to rearrange funded debt. 


Third Avenue—ANNUAL REPORT.— 
*Surplus after charges $1,718,000. Out of 
this, $400,000 was written off for deprecia- 
tion, leaving $1,318,000. It would require 
$1,126,000 to pay full interest on 5% in- 
come bonds, leaving less than $200,000 for 
$16,950,000 stock outstanding, or about 1%. 
Future possibilities for stock lie chiefly in 
further development of traffic in the Bronx. 


Tobacco Products—PREFERRED DIV- 
IDEND.—*Divs. on Melachrino Co. alone 
will nearly meet Ist div. on Tob. Prod. $10,- 
000,000 7% pref., without touching earnings 
of the other 4 operating Cos. Sales of the 
BS Cos. for Feb. showed gain of 20% over 
1 


Toledo Traction, Light & Power.—COM- 
PANY REORGANIZED.—* Incorporated 
under Maine laws as reorganization of To- 
ledo Railway and Light. Capitalization $8,- 
com. 


Underwood Typewriter—ANNUAL RE- 
PORT.—* For 1912 earnings 16.3% for com.; 
div. 5.4%. Charter provides for $1,000,000 
reserve before divs. are increased; reserves 
now $431,000, and surplus over com. divs. 
for 1912 $930,000. At book value net assets 
have increased $1,000,000 in 1912 and assets 
behind com. stock are $34.88 a share against 
$22.61 a yr. ago. Sales of machines in- 
creased 28% over 1911; output now 500 ma- 
chines daily with demand increasing. 


Union Bag & ye 7 —STOCKHOLD- 
ERS BRING: SUIT.—*21 large stockholders 
have filed bill in Court of Chancery alleging 
incompetency and mismanagement by direc- 
tors and officers through inside contracts. Ob- 
ject is to take management out of hands of 
present officers and directors until stock- 
holders can reorganize. 


Union Switch & Signal—ANNUAL RE- 
PORT.—*For 1912 surplus on stock was 
20.3% against 18.6% for 1911. Profit and 
loss surplus Dec. 31 $1,720,000. 


United Dry Goods—CURB BUSINESS. 

—*Income 6 mths. ended Jan. 15 was 4.9% 
on com. stock after full div. of 344% on pref. 
This compares with 4.8% for same period 
last yr. and 6.2% 2 yrs. ago. Com. divs. are 
8% yrly. and margin of safety since organ- 
ization has been 30%. Co. controls Associ- 
ated Merchants Co., which in turn controls 
H. B. Claflin Co. Uni. Dry Goods also owns 4 
large retail stores and majority of securities 
of Lord & Taylor. 


United Fruit—DIVIDEND PROS- 
PECTS.—tBusiness of fruit department bet- 
ter than last yr. but sugar earnings for 1913 
will probably decline, owing to low prices. 
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There is therefore some question whether 
management will declare any extra divs. 
this yr. 

United Railways of St. Louis—)ANU- 
ARY RESULTS.—*Gain in gross 7‘%, but 
loss in net was 7.4% compared with last yr., 
and loss in surplus 21.4%. Operating ex- 
penses increased 12.1%, depreciation 28.2%. 


Union Typewriter.—CONSOLIDATION. 

—*Pres. Earle estimates falling off in earn- 
ings during 1912, probably owing to greater 
competition. Remington, Smith Premier 
and Monarch sales forces have been con- 
solidated into a new organization. Net 
quick assets when last reported were over 
$9,000,000, or more than note and first pref. 
stock issues combined. Minority stock- 
holders are requesting representation on 
board of directors and 4% divs. on com. 


U. §. Industrial Alcohol—CURRENT 
BUSINESS.—*Gross sales for 1912 in- 
creased 20%, and have held their own since 
Jan. 1. Pres. Harrison holds out no hopes 
regarding com. divs. (Controlled by Dis- 
tillers.) 


U. S. Rubber—GOOD BOOT AND 
SHOE BUSINESS.—*Fisc. yr. ended 
March showed large gain. Boot and shoe 
sales for calendar yr. 1912 were 33% over 
1911, in spite of mild weather. Rubber 
tire business fell off $600,000 in 1912 owing 
to trade war. Rumors of increase in com. 
stock div. not generally believed, as policy 
of directors has been to use surplus of sub- 
Cos. for improvements and additions. 


U. S. Steel—PROSPECTS.—+#Steel busi- 
ness is holding up remarkably well, decline 
in unfilled orders being trifling, but margin 
of profit, while better than last 2 yrs., is 
low compared with previous yrs., owing to 
higher expenses and taxes and lower prices 
on sales. With prospects of tariff reduc- 
tion, higher prices for steel products are not 
expected. Government suit is doubtful 
factor. If radical dissolution is ordered re- 
sults might be different from previous trust 
dissolutions, as Steel shares are scattered 
among over 100,000 holders——*Co. has 
about $75,000,000 cash on hand, largest in 
history. Earnings for first quarter 1913, 
probably about $38,000,000, which would be 
new high record for first quarter, with the 
exception of 1907. 


Virginia-Carolina Chemical—BUSINESS 
PROSPECTS.—*No apparent reason why 
3% div. on com. should not be maintained. 
Weather conditions favorable, some _in- 
crease in cotton acreage, and fertilizer prices 
well maintained. Balance of 6% for com. 
~ -a against 3.2% in 1912 and 3.1% 

Virginia Railway & Power —IM PROVED 
EARNINGS.—*For 7 mths. ended Jan. bal- 
ance for com. was at rate of 5.6%, against 
3.3% for yr. ended June, 1912. 


Vulcan Detinning. — ORDERS ON 
HAND.—*Production sold ahead to July. 
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New Sewaren plant now in full operation. 
Electrolytic plant, destroyed by fire, will be 
rebuilt by April 1. 


Wabash-Pittsburg Terminal. — REOR- 
GANIZATION.—*New plan is on the basis 
of consolidating Wheeling & Lake Erie, 
Wab.-Pitts., and West Side Belt. Good 
management would require large expendi- 
tures for betterments. The 2 protective 
committees and minority stockholders will 
co-operate with any practical working plan. 


Wabash.—REORGANIZATION.—*Com- 
mittee is working on plans but refuses to give 
particulars. Plan as previously outlined in- 
volved assessment of 40% on both classes 
of stock, and holders of 4% bonds were to 
receive 50% in cash and 50% new pref. stock 
in exchange. Co.’s gross gain 8 mos. about 
11.6% over last yr. 


Western Maryland—STEADY PROG- 
RESS.—*Co. is getting in better shape to 
handle business. Open winter has helped 
construction work and management believes 
it will be completed by June 1. Pittsburg 
& Lake Erie is now waiting on Western 
Md.’s ability to handle business on competi- 
tive basis with other lines. 


Western Electric—BUSINESS POLI- 
CIES:—§Vice-Pres. Swope says, “With in- 
creasing use of telephone and other things 
electrical, cur opportunity is constantly 
broadening. Our plan is to develop best 
forms of apparatus, manufacture at low cost, 
and sell on basis of quality and price. 
Quality must be emphasized to get our share 
of the business.” (Controlled by Am. Tel. 
& Tel.) 


Western Pacific.— OBJECTION TO 
HARRIMAN DISSOLUTION.—*Dissolu- 
tion agreement would give Cent. Pac. in 
So. Pac. terrftory and So. Pac. in Cent. Pac. 
territory, direct access as if an owner by 
means of their own locomotives and cars 
to industry and commercial tracks of the 
owning company in all cities touched, cov- 
ering almost every city and town of impor- 
tance in central Cal. The result would be 
practical exclusion. of West. Pac. from 
business commanded by these tracks, although 
under the law West. Pac. and all lines simi- 
larly situated have right to get busines from 
such tracks and to require switching to be 
done by the proprietary line on reasonable 
terms. West. Pac. has as yet very few 
feeders and is dependent on its rights under 
the law for a large part of its traffic. It 
asks that U. P. and S. P. be placed on an 
equality with it in use of these shipping 
facilities. Provision in regard to Benicia 
cut-off is that no other Co. shall use the 
cut-off without written consent of both 
So. Pac. and Cent. Pac. This would prevent 
So. Pac. from voluntarily admitting West. 
Pac. to the cut-off without consent of U. 
Pac. (Controlled by D. & R. G.) 


Westinghouse Air Brake. —STOCK DIV- 
IDEND.—*Co. declared the regular div. of 
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2%, extra of 2%, and 5% stock div. This 
makes total outstanding stock $19,239,000. 


Westinghouse Electric. — *UNFILLED 
ORDERS Jan. 31 were $11,612,000, or $3,- 
500,000 more than 10 months previous. Net 
for current fisc. yr. should exceed last yr.’s 
record of over 6%. 
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Woolworth, F. W.—ANNUAL REPORT. 
—*For 1912 balance for com. was 8.7%. As 
only two divs. of 1% each were paid in 
1912, surplus at close of yr. was $3,364,000. 
Gross increased $7,941,000 but net gained 
only $459,000, due largely to expenditures 
in opening 50 new stores, making total num- 
ber 643. Com. is now on 4% basis. 
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This section of the Investment Digest includes some of the more important properties, in 
regard to which authentic and trustworthy information has appeared during the month. 


Amalgamated -Anaconda.—* Amalgamated 
$12,500,000 5% two-yr. notes are nearly all 
sold. Amal. has $12,500,000 5% two-yr. 
notes maturing April 1 next. The notes 
were issued to pay for the $5,000,000 capital 
stock of the United Metals Selling Co. at 
$246 per share. A previous note issue, for 
$5,000,000 was liquidated several yrs. ago. 
A yr. ago Amal. had cash and cash assets 
totaling $15,600,000, of which $9,100,000 was 
cash in bank, and the balance due for cop- 
per delivered, and from smelting and min- 
ing Cos. Against this were accounts pay- 
able of $5,014,000, representing sums due to 
mining Cos. and for freight, taxes and inter- 
est. Anaconda has effected a saving of $2,- 
750,000 per an. in the cost of electric power 
consolidations and development in Mon- 
tana. Except for improved machinery and 
increased efficiency the Anaconda mine 
would now be considered exhausted below 
the 2000-foot level. Under present proc- 
esses, however, Co. has an almost indefinite 
life, into which $30,000,000 cash has been 
poured, so that ten big power dams are now 
operated in 25 cities and towns. Power to 
the Anaconda smelter .is transmitted 165 
miles, and the same Co. will provide power 
for 450 miles of the St. Paul as soon as the 
road can spend $10,000,000 in electrical 
equipment. Probably no change in either 
Co.’s div. unless there is a decided improve- 
ment in the price of copper. 


Arizona Copper.—*The report for last 
fisc. yr. is one of the most successful periods 
from every point of view that this Co. has 
had during the 28 yrs. it has been in suc- 
cessful operation. During yr. the property 
produced approximately 36,150,000 Ibs. of 
copper, with a net profit of $2,403,875, after 
allowing $125,000 interest on $2,500,000 5% 
debenture bonds, compared with a produc- 
tion of 34,584,000 lbs. of copper the previ- 
ous yr., and net profits of $1,311,700 after 


allowing for same amount on the 5% de- 
bentures outstanding. The usual 7% was 


paid on the $1,582,650 pref. shares, and $1,- 
234,915 in dividends on the 1,519,896 shares 


of com. stock as compared with $948,835 
for 1911. 
Braden Copper. — *Co. contemplates 


doubling of mill capacity from 3,000 to 6,000 
tons of ore daily. Co. produced 1,600,000 
Ibs. of copper in concentrates during Feb. 
The Mineral Separation plant is expected 
eventually to return 85% recovery, at least 
such was promised by owners of this 
process. 


Calumet & Hecla.—*Co. declared a quar- 
terly div. $10 per share. 3 mos. ago $12 
was declared, a yr. ago $8. Div. is payable 
Mar. 20, to stock of record Feb. 21. With 
payment just declared, stockholders will 
have received $121,050,000 in divs. since 
formation of Co. 


Chino Copper.—* Production for the quar- 
ter made a new record, 11,067,864 Ibs. 
against 10,608,478 for the 3rd quarter; 4,- 
289,644 for the second, and 3,271,980 for the 
first. The recovery of 64.58% was slight- 
ly lower than in ‘the- previous quarter, 
65.15%, but the ore of the last quarter aver- 
aged 1.84%, against 2.33% for the previous 
quarter, the milling efficiency was really 
decidedly greater. Operations of the Co. 
since the close of the yr. as noted in our 
last week’s letter, already shows a decided 
improvement over the last quarter. 


Granby.—*Stockholders have authorized 
issue of $5,000,000 6% conv. bonds, and in- 
crease in capital stock from $15,000,000 to 
$20,000,000. Bonds secured by mortgage on 
all of Co.’s mining and smelting properties, 
and conv. into stock at not less than par. 
Proceeds of issue will be used for construc- 
tion and development work at Hidden Creek 
properties. Already $1,325,000 has _ been 
spent in this direction, while current yr.’s 
expenditures for similar purposes are est!- 
mated at $1,620,000. Co. should never let 
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its cash get below $1,500,000 when operat- 
ing both mines. Co. now has no debts, and 
has about $1,000,000 cash. Pres. Nichols 
says that he had never sold a share of 
Granby, and, furthermore, intended to 
take up his allotment of bonds. 


Goldfield Con.—*Improvement in earn- 
ings, permitted resumption of divs. at the 
rate of 30c. quarterly, after payments for 
one-quarter were omitted in pursuance of 
determination to keep cash reserves up to 
$1,000,000. Dec. and Jan. showed over 
preceding mos. $850,000, practically doub- 
ling cash reserve. Div. is not payable un- 
til April 30, so cash will be further strength- 
ened, by earnings of Feb., March and April. 
Increased earnings due to treatment of a 
better grade of ore. It takes about $4,- 
300,000 per yr. to pay divs. at rate of $1.20 
per an., which is the rate of earnings shown 
for Jan. Preliminary official estimates of 
results for Feb. show net $348,000. 


Homestake.—*An increase in capital 
stock from $22,000,000 to $25,116,000 was 
authorized, which practically means decla- 
ration of a stock div. of 15%, payable March 
25 to stock of record March 10. Directors 
meet about Feb. 25 to take action on divs. 
Report for yr. ended Dec. 31 showed total 
income of $6,790,897 and surplus of $2,267,- 
888, equal to 10.38% on the $21,840,000 stock. 
Divs. totaled $1,310,400. Co. recently in- 
creased its monthly div. from 50c. to 65c. a 
share. 


La Rose.—*Co. declared a quarterly div. 
of 24% and 2%% extra, payable April 20 


to stock of record April 1. Books close 
March 31 and reopen April 20. This is 
the same as declared last quarter. Co. in 


Feb. produced 230,102 ozs. of silver having 
a value of $136,182. Other income $2,330; 
total income $138,512. After deducting 
$57,409 for marketirg, etc., there remained 
a balance of $81,103. The end of the mo. 
showed as follows: Cash on hand $1,425,- 
836; outstanding shipments $184,032; ore 
ready for shipment $78,017; total $1,678,885. 


McKinley-Darragh.—*Co. declared the 
regular quarterly div. of 3% and an extra 
div. of 7%, payable April 1 to holders of 
record March 14. 


Nipissing —*The forthcoming annual re- 
port will be a favorable one. Production 
in 1912 was about the same as 1911, but 
value was about $300,000 greater last yr. by 
reason of higher prices obtained for silver, 
8c. an ounce more than received in 1911. 
Co. declared regular quarterly dividend of 
5% and 24% extra, payable April 21; books 
close March 31, reopen April 18. Cash on 
hand March 8, was $1,202,257, against $1,- 
197,000 on Dec. 7 last. 


Old Dominion.—*Directors of the Cop- 
per Mining & Smelting Co. of N. J. have 


declared a quarterly div. of $1.25 a share, 
the same as 3 mos. ago. A yr. ago $1 was 


declared. The Old Dominion Co. of Maine, 
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the hoiding Co., receives $194,056 through 
its ownership of 155,245 out of 162,000 
shares outstanding, equivalent to about 65c. 
a share on 293,245 shares of the holding Co. 
Div. is payable April 7 to stock of record 
March 19. Books close from March 20 to 
27 inclusive. 


Quincy Mining.—*In the quarter ended 
Dec. 31 last the Co. showed profits of about 
$280,000, out of which a div. of $1.50 a share 
was paid, calling for $165,000, which left 
a balance of $115,000 credited to surplus 
account. The net earnings for last quarter 
of 1912 were equivalent to over $2.50 a 
share. The Co. is exceptionally strong at 
the present time as result of addition of 
about $239,000 to surplus account during 
the past yr., after payment of $150,000 to 
the St. Mary’s Mineral Land Co. for land, 
and div. disbursements of $550,000—$5 a 


share. 


Ray Con.—*For mo. of Jan. Co. produced 
slightly under 4,000,000 Ibs. at a cost of 
Sc. a Ib. Ray has reached a productive 
basis of nearly 50,000,000 Ibs. a year., con- 
sequently, on 15c. copper, it may be said 
to be earning today approximately $1.90 
per share, or over 11% of the present sell- 
ing price of the stock. A _ better average 
grade of ore is being treated, which means 
higher recovery and, unquestionably, a 
lower cost per Ib. 


Utah Copper-Nevada Consol._—*QUAR- 
TERLY REPORT of Utah for 3 mos. to 
Dec. 31, 1912, shows total income of $1,- 
102,452, against $2,157,764 for corresponding 
period of 1911. Divs. $1,184,700 were paid 
during the quarter, leaving a deficit of $82,- 
248, against a surplus of $980,753 in 1911. 
The yr.’s income is equal to $5.35 per share 
compared with $3.96 the previous yr. 
Divs. aggregating $4,729,747 were paid or 
declared after which there was a surplus 
of $3,719,526. The conditions of Nevada 
Consol. during last quarter of 1912 were 
similar to Utah Copper. In spite of these, 
the receipts were within $43,000 of div. re- 
quirements and is very satisfactory. This 
Co. at end of yr. had quick assets amount- 
ing to $4,114,000, against current liabilities 
of about $900,000, or a net working capital 
of $3,200,000. This alone is equivalent to 
about $1.50 per share. 


Yukon Gold.—*Annual report for 1912 
shows total production valued at $4,863,448 
at a cost of $2,142,028, leaving operating 
profit $2,721,419. From this was deducted 
$692,925 royalties, $577,146 for depreciation 
and $378,685 for int. and general expenses, 
leaving surplus $1,072,592. After deduct- 
ing $1,050,000 divs. (30 cents a share) the 
final surplus for the yr. was $22,592. Gen- 
eral bal. sheet shows $97,351 cash on hand, 
and surplus $409,276. The report says that 
operations during the yr. showed a gain in 
every dept. and the outlook for 1913 is for 
still further improvement. 











SPECULATION : Operations wherein intelligent foresight is employed for the purpose of deriving a profit from price changes. 








Notes on Office Trading 


X—The Study of Individual Stocks 








HE market being nothing more than 
the casual aggregate of the sepa- 
rate stocks composing it, the 

trader needs to be acquainted with the 
history and present relative position of a 
good many representative stocks of all 
kinds in order to have a statistical basis 
for being bullish or bearish on the trad- 
ing situation. This is the technical cor- 
roboration of the general ideas derived 
from observation of the trading temper 
and similar points of view, some of which 
were discussed in the last Note. Fur- 
thermore, it is necessary to compare the 
positions of such stocks as are suitable 
for trading purposes for the sake of se- 
lecting that one which, all things consid- 
ered, is the best at the moment. 

I would be the last to belittle the value 
of “average” figures and arguments—in 
their proper place—but / must study the 
component parts of an average before | 
should allow myself to be influenced by 
it. The trader’s object is to profit from 
swings of the intermediate sort, some- 
times extending only to a few points, and 
quite frequently not including all of the 
active trading stocks. Unless he have a 
clear view of the comparative possibili- 
ties of the separate stocks in these re- 
spects he will oftentimes fail to get 
aboard promptly enough, and still more 
frequently will he fail to pick out the best 
stock or stocks for his purpose. 

Suppose, for the sake of argument. 
that there did exist that mythical and 
omnipotent being, the Master Manipu- 


lator. In the course of his manipula- 
tions he would naturally employ, for his 
tactical operations, such stocks as were 
in a position that the move would suit 
his ulterior objects. For example, stocks 
A and B are really (i. e., in the private 
mind and intention of the M. M. afore 
said), on the down grade, while he has 
not yet got through distributing stocks 
Cand D. A drive is engineered, led by 
A and B, and participated in by C and 
D, but to a less extent. The succeeding 
rally will very possibly leave stocks A 
and B below the previous levels, but 
stocks C and D fully up, or perhaps a 
little higher than before. All four 
stocks are active leaders, but the final re- 
sult has been to produce an actual down- 
ward swing in A and B with only a re- 
action in C and D, followed, perhaps, by 
an actual upswing in C and D, but only 
a rally in A and B. At any instant, out 
of, say, five or six stocks that are other- 
wise suitable for trading purposes, there 
will be one, or possibly two, that, taking 
everything into consideration, are “best 
bets.” 

Comparatively few stocks are in all re- 
spects suitable for the office trader’s 
purposes. Special stocks may be good 
from time to time for a limited period, 
but the office trader needs a medium 
which shall be available at all times. 
Every stock has its own peculiarities, 
and life is too short to allow the trader 
to become intimate enough with more 
than a few, 














NOTES ON OFFICE TRADING. 


The choice is limited from a technical 
point of view especially in two ways. 
Trading, as I see it, is a process involv- 
ing very numerous decisions and very 
numerous changes of opinion. The first 
requirement, therefore, is that a trade 
shall be executed within a very small 
fraction of the going quotation; in other 
words, that there shall be a close market 
for the stock. In order that the trade may 
be closed with equal facility, and espe- 
cially that a stop-loss order may be cer- 
tainly executed close to the stop price, it 
is necessary that there shall be a close 
arid also a continuously active market in 


the stock. 


"Trading Areas ~ 


The other limitation is due to the fact 
that only one or two stocks, otherwise 
suitable, are likely to find themselves in 
a suitable technical position at any given 
moment. Moreover, the indications af- 
forded by the records of a stock’s action 
are plainly discernible, sometimes—and 
sometimes very much the reverse. 

Union, Steel and Reading are types 
of stocks that answer the above require- 
ments in these days, and I myself am 
constantly ringing the changes on these 
three and hardly ever touch anything 
else. The best reason of all, probably, 
is that these stocks have a large follow- 
ing of active traders at all times, and in 
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consequence behave, usually, in normal 
fashion. Study and observation of their 
behavior under various conditions will 
give an experienced trader a basis for 
forming his trading judgment to an ex- 
tent that is not the case in any other 
stocks. 
* * * 


We come now to the study of the indi- 
vidual stocks. A very few words must 
suffice regarding the broader aspects of 
this subject. As I write I have before 
me a number of my daily high, low and 
volume charts extending from December, 
1910, to date. The first thing to notice 


tee/ Common Pe oe 


is that there was only one point at which 
all stocks, practically, acted together. 
In October, 1911, about everything made 
bottoms—Steel 50, Reading 134, Union 
154, etc. A general rise ensued and a 
relatively high price level was fairly well 
maintained till last fall, when the market 
began to sag off, and a distinct general 
slump occurred early in December. In 
the interim the three “big leaders” had 
reached their high levels as follows: 
Union, 178 in November, 1911, 176 in 
April, 1912, 177 in October; Reading, 
179 in May, 1912, and 178 in October ; 
Steel sold around 80 at the end of Sep- 
tember. 
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Steel has been declining since Septem- 
ber 30, Reading since October 15, and 
Union since November 7. At the low 
prices of February 24, last, Union was 
26 points down, Reading 25 points and 
Steel 20 points. A similar state of 
things will be noted in regard to most of 
the other active stocks. 

The deduction to be made from “broad 
gauge” studies of this sort, in so far as 
it affects an office trader, is based on the 
fact that when prices reach previous ac- 
cumulation or distribution levels it ar- 
rests the attention of a large class of 
“speculative investors.” For example, 
after the low prices of October, 1911, 
there were distinct accumulation areas 
in Steel around and below 60, in Union 
around 160, Reading below 140, and 
again below 155. Other stocks show 
similarly. The natural inference is that 
if a substantial rise is practicable it 
might easily start from around such 
levels. It would be only elementary 
manipulative tactics to start prices up 
before any large number of real bargains 
had been picked up by the wrong people! 

* * * 

Under normal conditions, every change 
of price level is the sequel of a previous 
accumulation or distribution, which has 
been accomplished during the course of 
fluctuations around some particular price 
level. The accompanying diagram il- 
lustrates this point. The shaded areas 
are the places where stock changes hands, 
or an attempt was made to effect such a 
change. It is to be remembered that 
during the continuance of these “trading 
areas” it is not possible to know whether 
the attempt has been successful or not. 
That will be disclosed more or less clear- 
ly by the direction taken by the next 
swing, and by the action of the stock 
relative to the action of other stocks. 
For example, previous to Area 1, noth- 
ing had occurred to show that the enor- 
mous amount of Steel that “somebody” 
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had gathered in around 50 and below 60 
had been disposed of. When the price 
finally came to a practical standstill at 
60 in the middle of February the odds 
were at least two to one that the next 
ten or fifteen points would be up. Area 
2, on the other hand, bore all the ear- 
marks of real liquidation at the time. 
That it was not so was proved by the 


course of action of the “shake-out” 
marked B. See the details given on the 
diagram. The general deduction to be 


made was that it had been found impos- 
sible to unload much (or enough), Steel 
around 70. This was confirmed by the 
fact that the eleven weeks’ decline in 
Reading (April 29 to July 10) found 
Steel merely marking time around 70. 
The distribution areas marked 6 to 10 
are recent history. 
* * * 
The two little block charts show the 
daily details of Steel at the last inter- 
mediate top, made at the end of Janu- 
ary, and the low of February 24. Inci- 
dentally they show the precise form in 
which my high-low-and-volume charts 
are kept, and how the “ex-div.” is man- 
aged. Comparison with corresponding 
features of the complete daily chart will 
disclose the significance of a point illus- 
trated in these two little charts—almost 
the only direct trading hint that can be 
got from a chart, in my experience. 
This point is, that a horizontal, square- 
topped area shown after a rise, is fre- 
quently followed by a reaction of some 
kind. For example, the areas shown be- 
tween 66 and 64%, and between 61% 
and 63, mean local distribution. It is 
very much more than an even guess that 
a reaction will ensue before any further 
advance. In the two cases illustrated a 
short sale with stop at.66'4 or 66%, and 
with stop at 63% or 63%, resnectively. 
were suggested simply by the chart for- 
mations. B. 
(To be continued.) 
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A Sermonette 
When a Stop Order is Better Than a Fifty Point Margin 


HIS is none of your imaginary yarns. To use plain English, it’s the bloomin’ 
T blawsted truth. 
Two of my clients bought Beet Sugar around 76. One of them is a man 
who usually buys a stock when he thinks it’s right, then averages if it goes 
against him. Sometimes he will average through an advance or decline of fifty points, 
but in this Beet Sugar deal he put a two point stop on “in case of trouble.” Luckily 
for him this was one of the times when he didn’t sit tight. 

When his stop order was caught“he flopped around on the short side, and on the 
first good break made more than he had lost on his long stock. Had he followed his 
usual course he might now have an average loss of twenty points on ten or fifteen 
times the number of shares he originally purchased. As it turned out, the placing 
of the stop order was the decisive action that enabled him to turn a loss into a profit. 

The other client didn’t use a stop. He bought with the idea that Beet Sugar 
was a cheap 5 per cent. stock and he was willing to margin it fifty points if necessary. 
When the dividend was cut there was no chance for him to get out, so he looked 
for a place to average. Around 50 he thought the right time had come. He bought 
his second lot, only to be scared out of the whole business at 38. 

He could have paid for both purchases in full had he wished, as there was plenty 
of money in his bank account, and there was no necessity for him to sell. This again 
illustrates the claim that it isn’t always lack of margin that forces people out. It’s 
the fear of what might come, or the unpleasant prospect of carrying a dead horse 
for several years. 

The main point is the advantage of deciding when you make the trade how far 
you will carry it if it goes wrong. Failure to come to this decision at that time 
usually ends in delay in the hope of a recovery; postponement opens the way to a 
big loss no matter how much margin you have up. 

You don’t have to go very far back into stock market history to find numerous 
examples of these fifty point breaks. Recent experiences among holders of stocks 
like Goodrich, Canadian Pacific and others show how absurd it is to consider big 
margin a “protection” against loss. 

The ideal way to guard against a heavy loss is to be invariably right. As this 
is impossible, a stop order is the next best thing. . 

To modify an old saying, “Be sure you are right, then”—use a stop order. 

For you may be right when the trade is made and wrong two minutes afterward— 
the situation changes in a twinkling. 





























The Turn of the Trend 


How the Trader May “Sense” the Coming Change 
By THOMAS F. LAWRENCE 











ROADLY speaking, if one can 
know the trend and have courage 
and capital to follow it resolutely 

he can make money in the stock market. 

Courage is the outgrowth of confidence, 

and if one knows he is right that is about 

all there is to it. The question, then, is, 

“How is one to know?” 

Before any constructive studies can be 
made we must first have some accepted 
hypothesis on which to begin. In our 
study of price movements, let this be our 
hypothesis: Security prices depend upon 
demand. Demand, in turn, depends upon 
cash available for investment and specu- 
lative purposes. Major movements of 
stock and bond prices are influenced en- 
tirely by money supply, the best single 
index to this open to the public being the 
ratio of loans to deposits in the New 
York banks. Minor movements and re- 
actions from the trend also respond to 
the demand factor, but are influenced 
more by technical and less by funda- 
mental conditions. Insiders encourage 
the public to buy stocks at tops of rallies 
by bidding prices up after reactions cease. 
They work through the demand factor by 
alternately encouraging and discouraging 
the public trading mind. 

The straight out-and-out investor 
needs only to study the major movements 
of the market, but the semi-investor and 
the speculator must be able to know 
when the turning points in the minor 
movements are at hand, in order to be 
successful. The latter two classes must 
be able also to know when that which 
was supposed to have been merely a re- 
action becomes a new trend direction. 
How is one to know this? By noting 
the elements in the new movement that 
make it differ from that which preceded. 
A move of considerable length may have 
a number of rallies or reactions more or 
less alike in essential characteristics. 
When one comes that differs distinctly 
from the others study these differences 
carefully. They are illuminating. 






What are some of the things we 
should watch most? Let us not lose 
sight of the fact that demand controls 
prices. Demand expresses itself in the 
price level of securities, in the volume of 
transactions and in the time required to 
accomplish a certain breadth of price 
change. Watch all of these factors 
closely. 

I should not place too much confidence 
in the import of any one indication of 
coming change. The real value of an 
indication lies in its relation to others. 
A volume indication interests me, a time 
indicaton confirmng a volume indication 
commands respectful attention, a certain 
technical indication such as double or 
triple tops or bottoms, for instance, in 
connection with the former two and con- 
firming them, would certainly convince 
me that time for action had arrived. 

Action based on such reason is freed 
from much of the nerve-destroying strain 
to which most traders constantly expose 
themselves. To know is to enjoy mental 
freedom; to doubt is to live in fear. 
With a predominance of facts on our 
side, and within our knowledge we feel 
that we know, hence the presence in the 
mind of that confidence in our own action 
so essential to successful venture. 

* * * 

FoR a concrete example of the impor- 

tance of detecting the different 
characteristics of succeeding movements 
let us study the action of the market at 
the top of the substantial rise of last Sep- 
tember and the reaction that followed. 
Stocks moved up quickly from the middle 
of the month to the end. How did 
volumes at the top of this advance com- 
pare with volumes at the top of the 
spring rise cumulating in April? April 
had a total volume of around 15,960,000 
shares, an average of about 600,000 
shares daily. During the entire month 
the average of the twenty rails held 
within two points of top. At the top 
of the September rise prices did not hold 











up as steadily, although at a higher 
range, but from September 22 to Octo- 
ber 7, 13 trading days, prices held at 
practically top with a total volume of 
around 7,700,000 shares, or an average 
of approximately only 500,000 shares 
daily. Here was a very plain volume 
indication of lessening public demand at 
top figures. 

The rise from September 12 to 30 
(average of ten leading rails) extended 
nearly six points and required sixteen 
trading days to complete. Prices held 
around top levels for about one week and 
then began the graceful drop back to 
middle of September level with time used 
in downward move almost equal to the 
hour to that of the preceding up move. 
Were you bullish at the time of that 
drop? Certainly the great majority of 
the trading public was, for the air was 
full of bull news—record crops, billions 
of “new wealth,” improving business, 
etc. The writer was not bullish, thanks 
to his teachers and his studies, but he 
does not recall coming into personal con- 
tact with any one who was not at the 
time an enthusiastic bull looking for “a 
big rise after this little healthy reaction.” 

The public contested the reaction de- 
scribed above and bought well on a scale 
down. There was no rally to speak of 
before election day, November 6. That 
one was sharp enough, but did not go far, 
and was followed by a quick reaction 
lasting four days. Sixteen days of alter- 
nating rally and reaction of small import 
followed, then came another sharp break 
of ten days’ duration covering seven 
points in all. An entire month’s time of 
weak recovery failed to quite regain one- 
half the ground lost in the ten days’ drop. 
January gave us another sharp drive of 
three days with long and slow recovery 
and February so far (Washington’s 
Birthday) has yielded, another which has 
registered some low record prices for re- 
cent year’s work. The sharpness of these 
breaks and the time spent in fruitless 
effort at recovery are indications that a 
new major trend has begun. The break 
after the election day rally was a clear 
confirmation of the lessening volume 
indication at the September-October 


tops, while the dip below lowest point 
in 1912 made recently is a strong bearish 
argument. 


THE TURN OF THE TREND. 
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R. FRANK H. TUBBS, in an excel- 
lent article reviewing the work of 

the market for the year 1912, remarks 
the change in the personnel of the public 
participating in the recent absorption of 


stocks. He believes that much of the 
stock sold by insiders within the past 
few years went to country banks, par- 
ticularly of the South and West, and is 
now held by these banks as collateral for 
loans. The powers directing the des- 
tinies of Wall Street have a genuine in- 
terest in the welfare of all banks, big and 
small. Since, as has been shown, these 
powerful interests control to such a 
sensitive extent the surplus funds of the 
banks of the nation, is it to be reasonably 
supposed that they will allow any action 
of the market that would seriously 
jeopardize the stability of these banks or 
even force them to draw too hurriedly 
on their surplus, lying with the large 
New York banks? Would you think it 
wise to kill the goose that lays the golden 
egg? 

However, this reluctance to subject 
the lesser banks to panicky conditions 
does not include any philanthropic regard 
for the individual holder of the securities 
in question, nor does it mean intention 
that he be encouraged to hold on longer 
than up to the psychological moment for 
the insider to step up and buy. But it 
seems quite evident that time is to be 
allowed between breaks of importance 
for banks to get their houses in order 
and sort out the “lame ducks.” 

* * * 

ECHNICAL indications are valuable 
aids in the formation of one’s judg- 
ment as to the direction of the elusive 
trend. Of the many technical indications 
given by the action of the market itself, 
few give up as much under careful con- 
sideration as do opening and closing 
prices of the average market. I do not 
mean by this that study of these features 
for one or two days will yield much of 
value; long periods must be considered. 
Fewer students consider opening prices, 
indeed many papers do not quote them 
at all. For the convenience of the great- 
est number, then, let us look into the 
closing prices of the Wall Street Jour- 
nal’s average of twenty rails for three 
months in the early and three months in 
the latter part of the past year, covering 
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the end and the beginning, respectively, 
of two distinct and contradictory move- 
ments. 

February, March and April had 44 
days with higher closing prices and 30 
days with lower, the ratio for each month 
being, 9-14, 9-17, 12-13, the first of the 
coupled figures representing lower and 
second higher closing days. October, 
November and December, on the other 
hand, had 42 days with lower closing 
prices and 32 with higher, divided as fol- 
lows, 14-12, 12-11, 16-9. Note that in 
the spring, after two months with weight 
decidedly on the up side, the following 
month, April, showed a tendency towards 
equalization of the up and down forces, 
13 higher and 12 lower closing days with 
the greater number of the latter coming 
in the last half of the month. This 
marked the end of the spring rise. 

Action in the last half of April gave 
signal to be on the lookout for coming 
change. Now a signal is no guarantee 
of action. Watch the market after a sig- 


nal is given, then if the movement begins 


in accordance with the indication the 
time for action is at hand. Action in 
December showed that the close division 
between higher and lower closing days 
during October and November became 
very much one sided, and at the same 
time a good start was made in a new 
trend direction. To date this trend 
shows further confirmation, but the close 
division between high and low closing 
days in January gave reason to believe 
that a good rally could come any time. 
* OK * 

[N the study of past price movements 

one is constantly tempted to give too 
great consideration to that which is 
merely “hindsight.” Dr. A. L. Bower 
quotes an old college professor as saying 
one day while demonstrating a problem 
in geometry, “You want to build a ham- 
mer with the hammer you want to build.” 
One is very apt to want to forecast a 
move by the picture the move itself made 
after the move happened. If thought of 
this common tendency is kept always in 
mind during study of past markets fewer 
false conclusions will result. Prop- 
erly applied, hindsight produces fore- 
sight; do not think it infallible, however. 

In closing a thought comes with re- 
gard to fundamentals. You purchase a 
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horse because you want that particular 
horse. The owner sells to you because 
he wants the money more than he wants 
the horse. Let us'suppose that the owner 
is also a breeder of horses. The price 
you offer shows the owner a good profit 
and he sells. He raised the horse from 
a colt. As a colt it was worth so much, 
as a yearling, more, now full grown and 
developed it is at its best and, obviously, 
the time to sell a horse, or anything else, 
is when it will bring the most money. 

Let us apply this idea to securities. 
The business of Wall Street is the manu- 
facture and sale of stocks and bonds for 
profit. Wall Street manufacturers of 
securities cannot sell their own products 
to themselves, they must find a market 
elsewhere. Theirs is the greatest market 
in the world—the wide, wide world it- 
self, and every man, woman and child in 
it that produce a dollar’s worth of new 
wealth as a potential purchaser (indirect 
perhaps) of Wall Street’s output. Do 
you think these manufacturer-merchant 
princes of the Street are less skilful at 
selling their wares than the breeder of 
horses? Do not believe it. As the 
breeder rears his blooded colts and fillies 
with watchful intelligence and under- 
standing of their needs, developing their 
good points and at the proper time send- 
ing them into the auction ring, their 
glossy coats glinting in the bright sun- 
light to catch the eye of the possible 
buyer, so does Wall Street groom and 
embellish its “common and preferred” 
issues and employ every possible agency 
to influence the man with idle money to 
step up and purchase “at the market.” 

Inside Wall Street sells to the public 
on the way up, at the top and on the way 
down. It buys back from the public at 
the bottom and on the way up and down, 
but never at the top. The outside public 
does all the buying there, and if a few 
outsiders sell there’s always a crowd 
waiting to pick up what they unload. 
An understanding of the methods by 
which this is accomplished constitutes 
nearly all there is to learn about Wall 
street. 

Yet anyone who can grasp the underly- 
ing broad idea and can develop a taste 
and capacity for intensive study of de- 
tail is well started on the way towards 
practical and profitable resulfs. 











Chips From an Old Block 


By SCRIBNER BROWNE 








AST month I had a little something 
to say about the mistakes which 
result from a wrong conception 

of the state of the market. Of course 
every kind of mistake, in the stock mar- 
ket or anywhere else, results from some 
sort of a wrong or imperfect conception 
of the facts. 

If I were asked what I considered the 
most troublesome misconceptions of the 
minds of traders and investors in the 
stock market, I would list them about 
as follows: 

(1) Misconception of the actual value 
of the stock you are buying or selling. 

(2) Misconception of the relation be- 
tween the stock market and general 
business activity throughout the country. 

(3) Misconceptions resulting from 


gullibility in accepting the statements of 


others or newspaper gossip in regard to 
prospects for the market or for particular 
stocks. 

(4) Misconceptions owing to some 
biased condition of the investor’s mind, 
generally caused by his own position in 
the market. 

(5) Misconceptions as to the actual 
position and behavior of the market, re- 
sulting from failure to keep track of 
prices in a careful and intelligent way. 

The writer of “Notes on Office Trad- 
ing,” in this magazine, very wisely em- 
phasized, some months ago, the impor- 
tance of paying more attention to losses 
than profits. If the losses can be elim- 
inated or reduced to small limits, the 
profits will to a great extent take care 
of themselves. 

This rule applies equally when we 
come to consider the soundness of the 
investor’s judgment. If mistakes and 
misconceptions can be prevented or can 
be reduced to a minimum, a reasonably 
sound judgment will be the inevitable 
result. 

* * * 
TAKING up the first topic, misconcep- 
tions as to the value of a stock you 
are interested in, we generally find this 


mixed with No. (3)—gullibility in ac- 
cepting others’ statements, or news. 
The fundamental difficulty is nearly al- 
ways the same—unwillingness to study 
actual facts and figures on values. 

Suppose the item comes out that the 
Japan Copper Company will increase its 
dividend at the next declaration, accom- 
panied by the usual details as to the won- 
derful prosperity of the company. Does 
the average investor go behind the re- 
turns and find out how many pounds of 
copper the company is producing month- 
ly; what per cent. of copper the ore is 
yielding; what the prospect is for ore 
supplies in the future; what the cost of 
extraction is ; what the price of copper is, 
and then figure out for himself the 
profits on the stock? 

Far from it. He is much more likely 
to say: 

“Black, Smith & Co. control Japan, 
and I am told that they say it is going 
very much higher. They are worth 
umpty-steen millions of dollars.” 

Quite so. And they did not make that 
umpty-steen millions by telling every- 
body to buy Japan when it was at the 
bottom, and to sell when it was on top. 

On the contrary, they are as still as 
mice when Japan is at low prices. When 
it begins to go up, they begin to speak 
favorably of it; and the higher it goes 
the better the news will be on it. Why 
not? That’s the reason it is high, be- 
cause the news is good. 

How would it do, in a case like this, 
to look up the earnings on Japan stock 
for the last half dozen years; see what 
the price of copper has been during those 
years and compare with the present 
price; get out the manuals and invest- 
ment digests and figure costs of produc- 
tion; then look and see how other cop- 
per stocks sell in comparison with divi- 
dends and earnings. 

After that, you will be in a position to 
commune with yourself and make up 
your mind somewhere near what Japan 
is worth. Then if your figures make it 
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look low, and you think the general posi- 
tion of the market is favorable for an 
upward movement, go ahead and buy it 
and take my blessing with you. But if 
it looks high, then just stow away your 
information and opinion in the back of 
your head, and wait for the stock to come 
down. It will come, never fear. It will 
go down as low as you think it ought to 
be, and then it will go a whole lot lower, 
unless you are a hopeless pessimist by 
nature. 

Of course, I am assuming that you are 
away beyond the stage where you would 
buy Japan because your friend Prender- 
gas, with the accent on the gas, a cus- 
tomers’ man of the old-fashioned type— 
now almost extinct, thank Heaven !—calls 
you up on the ’phone and tells you that 
he has it “on the best authority” that 
Japan will advance five points before de- 
clining one. If you were not beyond that 
stage, you probably would not be reading 
this magazine. 

If you can’t get information as to the 
earnings of a stock, let that stock alone 
until you can get it. Or at least, if you 
must speculate in unknown values, wait 
until the stock goes all to pieces, as Can 
common did at 25 a little while ago. 
Then you will at least have the mathe- 
matics of fluctuations in your favor, even 
if values turn out to be against you. 

* * * 


M ISCONCEPTION No. (2), in re- 

gard to the relation between the 
stock market and general business con- 
ditions, is one of the hardest for the ordi- 
nary investor to rid himself of. To the 
average man it looks like a mere plati- 
tude to say that when business is good, 
and the various companies represented 
by securities listed on the Stock Ex- 
change are making good profits, those 
securities should sell at high prices, and 
when business is poor and the companies 
are not making profits, stocks should be 
low. Yet, like a good many other 
things which seem obvious at first glance, 
this is not wholly true. 

It is true that any sound investment 
stock must in the long run be affected by 
the profits earned by the Company issu- 
ing the stock; but the immediate pur- 
pose of the investor in buying such a 
stock is to get a satisfactory interest re- 
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turn on his money. The stock may be 
paying him five per cent. on its market 
price, and the dividends may be assured ; 
but if the interest rates on commercial 
paper or short-term notes rise to a point 
where he can make his money earn six 
per cent. by transferring it from stocks 
into this other channel, it pays him to 
sell his stocks and buy the commercial 
paper or notes, regardless of the favor- 
able condition of business. 

And it is just when business conditions 
are good that increased supplies of 
money will be needed to handle the busi- 
ness, and therefore higher rates of inter- 
est will be paid for such money. Conse- 
quently stocks are sure to begin declin- 
ing, and usually to fall to a considerably 
lower plane, while business conditions 
are still excellent. 

The same thing applies at the other 
end of the swing. When business gets 
very dull, idle money accumulates and 
soon begins to find its way into sound 
stocks. Hence stocks go up before gen- 
eral business shows any important signs 
of improvement. 

Perhaps all this is an old story to you; 
but do you act upon it, or do you forget 
it when everything is booming, includ- 
ing the stock market? It is one thing to 
know a fact in a general way, and quite 
another thing to put it into a successful 
practice. 

The idea that business conditions and 
stock prices will move in harmony is a 
misconception that you must get rid of, 
not only theoretically, but also in actual 
practice. 


* * * 


ISCONCEPTION No. (4), result- 
ing from the natural bias of the 
investor’s mind, is perhaps the hardest 
of all to deal with. You get long of 
stocks because you look for higher 
prices ; but the time is very likely to come 
when you look for higher prices because 
you are long of stocks. 

I used to know a market letter writer 
who claimed that it was always just as 
easy to write a bearish letter as a bullish 
one, or vice versa. Every week he sim- 
ply said to the head of the firm, “Do you 
want a bull letter or a bear letter ?” 

Then he proceeded to write a convinc- 
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ing exposition pointing in either direc- 
tion desired. 

This is not so absurd as it may seem. 
Stock prices are the great index number 
of investment conditions. At any mo- 
ment they represent the balancing of 
bullish and bearish considerations, as 
measured and weighed in thousands of 
minds. If you emphasize the bullish 
conditions, you have a bull market letter. 
If you dwell on the bearish conditions 
and minimize the favorable things, you 
have a bear market letter. 

This is just what the investor does who 
is carrying stocks. When he bought the 
stocks he was unprejudiced. But after 
he has carried them for six months, he 
has got into the habit of looking at the 
bullish side of the situation. He pooh- 
poohs the arguments of his bearish 
friends, and the continued rise of prices 
seems to justify his judgment. 

Is there any way to get rid of this 
personal bias? Probably not entirely; 
but my own experience has been that the 
more I reduce my reasons to definite 
form, in figures, facts, or diagrams, the 
less I suffer from my own prejudices. 

This is, it seems to me, the real justi- 
fication for the elaborate set of price- 
records recommended by Mr. “B” in his 
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“Notes on Office Trading :” for Mr. Sel- 
den’s very helpful chart of New York 
Banking Conditions; and for the popu- 
larity of the various graphics now being 
issued by a number of statistical organ- 
izations. 

All these things serve to give definite- 
ness to the investor’s thoughts. They 
tend to lift his judgment out of that con- 
dition of a hazy general guess or feeling 
which passes for judgment with the ma- 
jority of people. 

It is true enough that some investors 
let these various graphics become their 
masters instead of servants. An idea is 
inherently no more valuable after it has 
been put into chart form, than it was be- 
fore—it is merely more accurate and un- 
derstandable. Hence the investor should 
not give any more weight to the ideas he 
can chart than he does to those which do 
not lend themsélves to that form of pre- 
sentation. 

For the active trader in the stock mar- 
ket, or even the genuine investor who is 
of a highly speculative turn of mind, mis- 
conception No. (5), as to the actual posi- 
tion and behavior of the market, is th 
most important of all. I shall have to 
postpone the discussion of it to another 
article. 








A Broker’s Day 








HE broker rose from his American Brass 
bedstead, reached for the American 
Telephone, and instructed the Western 

Union to cable his order to London. 


After putting on his American Woolens, 
Manhattan Shirt and Regal Shoes, he leisurely 
finished dressing, then went downstairs to 
his morning repast, consisting of United Fruit, 
Quaker Oats and Swift & Company's ham 
cooked on a Consolidated Gas stove. His 
coffee contained American Sugar and Bor- 
den’s Condensed Milk. 


Lighting a United Cigar and putting on his 
Kaiser Gloves, he stepped into his General 
Motor and burned up a lot of Standard Oil 
and gasoline. 


In his mail he found letters from the super- 


intendent of his farm stating how much he 
had paid for an International Harvester, a 
bill for Crex Carpet, American Ice, and a 
U. S. Realty rent bill. 


The market was heavy as National Lead 
and “the day was dark and dreary,” so he 
snapped on the General Electric light, lit his 
Pipe and began to International Pump for 
business. 


His stenographer, Allis, was getting out 
some letters on an Underwood, when a 
mouse under her chair caused her to lift her 
United Dry Goods, while the broker, he 
J. U. S. Rubbered, in order to admire the 
Butterick’s Pattern on her Lord & Taylor 
stocking. 


“Beet that if you Can,” piped the office boy. 
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This department is to answer miscellaneous questions in regard to the science of investment, methods 


of operating, the customs of the marke?s, etc. 
enclose stamped and self-addressed envelope. 


Small Lots. 

Please give me some information about the 
Consolidated Stock Exchange. Is it easier to 
buy small lots there than on the New York 
Stock Exchange; also are the commissions 
less ?—H. } 

You cannot get any better executions on 
small lots of stocks on the Consolidated Stock 
Exchange than on the New York Stock Ex- 
change. In the active stocks you might get 
just as good executions, but no better. 

Members of the Consolidated Stock Ex- 
change may, if they desire, under the rules of 
the Exchange, charge only 1/16 commission 
for lots of fifty shares or more, as against % 
on the New York Stock Exchange. In the 
majority of stocks, this smaller commission is 
fully counterbalanced by the difficulty of exe- 
cuting orders of fifty or one hundred shares in 
such a small market. In a few of the most 
active stocks, such as Steel common, Union 
Pacific, and Reading, there may be some ad- 
vantage in the smaller commissions, but tak- 
ing everything into consideration, we find it 
more profitable and satisfactory to deal on the 
larger exchange. 





Figuring Bargain Indicator. 

J. K.—The last column in “The Bargain In- 
dicator” gives “Earnings Last Fiscal Year on 
Present Price.” We take the balance for divi- 
dends applicable on each stock from the last 
fiscal year given in the table. For most stocks 
this is now 1912. These earnings are based on 
par. We then take the current prices given 
in the next column and figure the present earn- 
ings on this price instead of on par. These 
are the figures given in the last column, and the 
stocks are arranged in the order of these 
earnings. 





Odd Lots of Inactive Stocks. 

Kindly advise if trades can be made in in 
active stocks on days when no sales are re: 
corded. For instance: Recently I gave an or- 
der to sell an odd lot of Republic Steel at the 
market. Could not this order have been exe- 
cuted? In case of 100-share lots, the broker 
would have to find a market for it. 

The order was given in person, I explaining 
to my broker what was wanted. He claims 
the order was for day only; I thought he un- 


derstood it was an open order, as I so ex 
plained. —E. L. 

It is usually possible to buy or sell even in- 
active stocks at some price at any time, but 
when no trades are made in 100 share lots, the 
buyer or seller of an odd lot may suffer some 
loss in execution, owing to the uncertainty of 
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the market. You can always sell at the bid 
price if you wish. 

In the case of inactive stocks, the odd lot 
trader generally wishes to wait for the next 
100 share quotation before buying or selling. 
Doubtless for that reason your broker did not 
execute your order at the market, assuming 
that you would wish to get a quotation before 
making the trade. In giving a market order 
for odd lots of an inactive stock, it is better 
to instruct your broker whether he is to exe- 
cute the order at the bid or asked price at the 
moment, whatever that may be, or wait for 
the next quotation. This obviates the possi- 
bility of any misunderstanding. 

From your explanation we could not say 
whether there was any negligence on the part 
of your broker or not. It depends entirely on 
the definiteness of the instructions you gave 
him. 





Ten Stock Averages. 

J. T.—Ten stock averages are kept by many 
investors and the stocks used are generally 
about as follows: Atchison, Chesapeake & 
Ohio, St. Paul, Erie, Great Northern preferred, 
Lehigh Valley, Missouri Pacific, New York 
Central, Northern Pacific, Pennsylvania, Read- 
ing, Southern Pacific, Union Pacific. 

The selection of any ten of these stocks scat- 
tered’ over the country answers the purpose. 
It is desirable not to use very high priced 
stocks, like Canadian Pacific or Lackawanna, 
because such stocks have very wide move- 
ments and have too much influence on the 
average. Also it is better to avoid very low 
priced stocks, because they fluctuate but little. 





Buying Stocks by the Season of the Year. 

Are there not certain stocks that could be 
traded in safely, said stocks being affected by 
the seasons, condition of - crops in their 
respective zones, etc.?—A. 

We do not think that ony marked success 
could be made in the buying or selling of 
stocks according to the season of the year. It 
is true there are certain seasonal effects. A 
big grain crop will increase the earnings of the 
grain carrying railroads in the fall months, 
and these large earnings are likely to encour- 
age investors to buy this class of stocks in pref- 
erence to others. A still more important sea- 
sonal effect is that of the accumulation of 
money in the banks in January and February. 
But it is not possible to lay down any rules as 
to buying and selling stocks at certain seasons 
of the year, because there are so many other 
factors in the situation which are likely to 
offset these merely seasonal effects. Seasonal 
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considerations should be weighed in connec- 
tion with all the elements of the situation. 





Gold Auction—London Settlements. 

I should like to avail myself of your in- 
quiry department in regard to the following : 
(1) Briefly, the nature of the weekly auction 
of gold in London—by whom conducted, in 
what manner, etc. (2) What is the method 
of settling or clearing on the London Stock 
Exchange ?>—M. 

The weekly auction of gold at London is 
not bound by any fixed rules of procedure. 
When gold arrives, it is the custom of repre- 
sentatives of banking houses in London and 
other countries to get together and make offers 
for the gold in accordance with what the 
various houses and different countries can 
afford to pay in view of the money rates of 
general financial situation at the time. Natu- 
rally the gold is sold at the best offer. 

The London Stock Exchange has a fortnight- 
y “Settlement Day,” so-called, the date being 
appointed twice a month in such a way as to 
avoid Sundays and holidays. On this day, 
stocks sold during the fortnight are delivered, 
arrangements are made to carry stocks over 
from one settlement day to the next, and dif- 
ferences are paid in cash. In New York set- 
tlements are made every day instead of twice 
a month. 

We suggest that you refer to “The Stock 
Exchange from Within,” by R. C. Van Ant- 
werp, recently issued, at $1.60, postpaid. For 
further discussion of this matter, we refer 
you to “The Stock Exchange,” by F. W. Hirst, 
editor of the London Economist, 82c., postpaid. 





Profitable Investment—Financial Education. 

I would like to make a very safe and good 
investment and at the largest profit. Where. 
how and what rate? How can I get a finan- 
cial education, and where ?—J. G. 

We think the best plan would be, in order to 
get the largest returns from your investment, 
to wait patiently until a panic in the stock 
market gives you a chance to buy securities at 
very low prices. The MaGAzINE oF WALL 
StrEET will doubtless give you some hints as 
to when this condition arrives. 

We also publish “The Trend Letter,” in 
which we give our opinion as to the general 
trend of the stock market. 

We think that the back numbers of THE 
MAGAZINE OF WALL Street will give you as 
much benefit in the way of financial education 
as you can get anywhere. You will also find 
a selected list of books on the first page of 
our financial catalogue which may be of help 
to you. 





Scale Plans. 

C. V.—Elaborate scale plans, such as you 
describe, are of no value. You would have tq 
have a market built to order beforehand to 
make such a plan work successfully. Your 
idea in regard to buying New York Central 
for investment is a sound one, but you could 
not set any fixed price at which to buy. You 
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would have to buy when the stock seemed to 
be low compared with its earnings, or in view 
of the conditions of the money market, etc., 
and hold for a reasonable profit. The same 
would apply to any other stock. 





Buying Standard Oil—Rates of Interest. 

C. S—You apparently have a misconception 
of Standard Oil dividends, As your proposed 
method of procedure would evidently be for 
the purpose of securing these dividends, bear 
in mind that when a dividend is paid, the price 
of the stock is reduced to an amount to cor- 
respond with that dividend. You cannot re- 
ceive a $40 dividend and have the price remain 
unchanged. 

Brokers in New York do not, as a rule, carry 
Standard Oil on margin. “ Most of them re- 
quire one-third of the cost to be paid, and the 
balance paid in monthly installments amount- 
ing to five per cent. a month. However, you 
may be able to arrange such a purchase 
through your bank 

Brokers usually charge one-fourth of one 
per cent., or $25 per hundred shares, for pur- 
chasing, and the same rate for selling. If you 
buy it on margin, you will receive a receipt for 
the amount deposited with the broker and a 
written notice from him stating that the pur 
chase has been made for your account. The 
rate of interest for carrying stocks varies ac- 
cording to the money market. You cannot get 
the average brokerage house to agree in ad- 
vance to charge you a certain rate, but you 
may be able to have some understanding with 
your broker. 


Daily Prices and Sales. 

Have you a book of statistics giving the 
daily fluctuations and daily sales of the prin- 
cipal railroads and industrials covering a 
period of several years?—W. W. 

The statistics you desire are not found in 
the current investment manuals. It is possible 
that you might get a file of the Financial Jn- 
dicator, published by The Financial Press, 
124 Front street, New York. Otherwise, you 
would have to consult a file of Commercial 
& Financial Chronicle, which is kept by most 
brokerage houses, or Bradstreet’s Weekly, or 
some of the daily papers, such as Wall Street 
Journal, New York Sun, etc. 





Delivery on Short Sale. 

I buy 100 shares of Amalgamated Copper at 
73, paying in full for it, and receiving the cer- 
tificate. At 80 I sell 100 shares short. At 85 
I deliver the certificate, closing the short 
sale. Do I make seven points profit, less 
charges, or come out even, less commission 
and tax?—J. L. 

You make seven points profit, less commis 
sion and tax. If you were short at 80, it 
would make no difference what the price was 
when you delivered the certificate, as the cer- 
tificate would close up the sale. In the case 
vou describe, you would simply be buying at 
73, selling at 80 and delivering the certificate. 
The price of 85 would have nothing to do with 
the trade. 








Book Reviews 











Railroad Finance; by Frederick A. Cleve- 
land, Ph.D., LL.D., and Fred Wilbur Pow- 
ell, A.M. Cloth, 463 pp., including index and 
very comprehensive bibliography. (Appleton.) 
For sale by Ticker Pub. Co., price $2.70 post- 
paid. 

A book which presents a full and compre- 
hensive statement of the principles and meth- 
ods of railroad finance; designed for the use 
of students, investors, and men of affairs. It 
treats in detail of promotion and underwriting, 
and of the methods of financing, construction, 
equipment, operation, maintenance, additions 
and betterments. Other chapters deal with 
such subjects as the distribution of surplus, 
over-capitalization, the organization for finan- 
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cial management, accounting and_ statistics. 
The bibliography has been compiled from a 
wide range of sources and is a valuable feature. 

The chapters cover: The Economic Basis 
for Railroad Investment, Promotion and 
Underwriting, Capitalization—Original and 
Supplementary, Finances of Construction, 
Financing Equipment, Organization for Finan- 
cial Management, Protection of the Corporate 
Estate as a Function of Management, Finan- 
cial Considerations in Maintenance and Addi- 
tions and Betterments, Some Financial Aspects 
of Operation, Distribution of Supplies, Ac- 
counts and Statistics, Causes of Insolvency, 
Receivership, Reorganization, Consolidation, 
Overcapitalization, Bibliography. Written by 
two authorities on financial matters the book 
will be of great value to railroad men, capi- 
talists, students of economics, etc. 





Readers frequently ask to be referred to responsible brokerage houses. In making 
such a request, please state what amount you have for investment, or in what sized lots 
you wish to deal. Also state what large city is located most conveniently to you, or if 





you have any preference in this regard. 





We refer our readers only to such houses as we would consider safe custodians of 
our own funds, but of course can take no further responsibility. 











The Figure Chart 








The following figure chart completes the chart on page 108 of the July, 1910, Macazine 
or WaLL Street, down to date given below. It is based on the daily average closing bid price 
of 20 standard railway stocks, and gives a general view of the course of the market since 


June, 1910. 
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*In order to condense the chart, only the last figure of each number is given. 
9 representing 119, etc. 
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Essential Statistics Boiled Down 








HE figures below give a 
view of the financial and 
situation, with the best 
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complete 
industrial 
available 





comparisons 


(or nearest month obtainable) 


for the 


the four preceding years. 
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Money Money Cashto Loansto Cashto Loans to Circulation 
Rate Rate Deposits, Deposits, Deposits, Deposits, Per Capita 
Prime European New York New York All All First of 
‘i Commer- Banks  Clearing- Clearing- National National Month. 
cial Paper house house Banks. Banks. 
New York. Banks. Banks. 
Masch, 1948... ..600s.ie 5% 5 25.6 100.5 oe sls $34.56 
February, 1913......... 5 5 25.8 99.0 15.6 102.7 34.71 
Janaary, 1915. <.....5.. 5 5 26.3 91.1 sieded ai 34.72 
-. . ae 4% 4 26.1 97.6 16.9* 103.6* 34.53 
4 3% 27.4 97.1 17.1 105.3 34.51 
Se 45% 3% 26.1 100.2 16.07 101.4F 34.87 
|) ae 3% 3% 25.9 95.9 18.3* 103.6* 34.88 
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New Securi- Bank Balance of Balance of 
ties Listed Bank Clearings Gold Trade 
N. Y. Stock Clearings of U.S. Movements Imps. or 
Exchange of U.S. Excluding —Imports or Exports 
(000 omitted) (O00 omitted) N. Y. City. Exports. (000 omitted) 
(000 omitted) (000 omitted) 
February, 1913...... $60,812 $13,686,563 | I AS a eee eer 
January, 1913....... 50,929 16,311,078 6,972,337 Ex.$11,027 Ex.$63,969 
February, 1912...... 110,963 12,974,895 5,662,246 Ex. 7,652 Ex. 64,655 
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a 161,282 13,133,952 4,982,812 Im. 125 Im. 5,559 
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February, 1913..... 9.47 2,732 16.69 2,586 15.4 131,000 7,657 
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a . 8.69 2,536 14.25 1,794* 12.1 109,000* 3,400* 
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*February. 
Net Building Business Babson’s 
Surplus ” Operations, Failures. Average, 
of Idle Twenty Total 10 Leading 
Cars. Cities. Liabilities. R. R. Bonds. 
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DE ans wins eden’ 37,260 $31,403,534 19,466,551 96.0 
ow ncéan 13,958* 31,303,094* 18,221,436* 98.2 
Ss 173,667* 27,170,375* 14,193,169* 98.2 
. SS 14,309* 33,716,873* 21,995,034* 99.8 
= Bc cdewkssése 300,971* 42,796,000* 15,117,534* 102.0 


*February, 














The Situation Summarized 





[While an attempt is here made to divide the important factors into favorable and 


unfavorable, this classification is for convenience only. 


It should be fully recognized 


that the same factor may have a bullish effect in one direction and bearish in another, 
or may be bullish in its immediate influence, but containing dangerous possibilities for 


the future. 


Also, it would be impossible to strike a balance in this way, as one bullish 


factor might be so important as to outweigh all bearish considerations, or vice versa.] 


Favorable 


BSENCE of overspeculation, in 

A either stocks or commodities, and 

generally light stocks of goods in 

dealers’ hands in all lines of busi- 

ness, must be counted as an important 

favorable factor in the present situation, in 

view of the strained money conditions 

abroad and our own relatively high rates for 
this season of the year. 

Our apparent credit balance on foreign 
trade is still very large. This has not pre- 
vented Europe from taking gold from this 
side, but when the Balkan difficulty is 
straightened out, if no other war-like com- 
plications develop abroad, this credit bal- 
ance should materially strengthen our posi- 
tion in the money markets of the world. 

Continued industrial activity in many lines 
shows that business is fairly hopeful in spite 
of the many uncertainties before us. Noth- 
ing like business depression is visible now. 

The new administration has gone to work 
smoothly and has made a rather favorable 
impression so far. The president and his 
advisers are practically unknown quanti- 
ties, but it is probable that the sense of re- 
sponsibility will lead them to assume a less 
radical position than some conservatives 
have feared. 

Abandonment of stock transfer increase 
by Gov. Sulzer removes one very bearish 
consideration. The injury to the market 
would certainly have been serious if this 
bill had become law. 

Winter wheat territory covered by snow 
and the present condition of the plant is 
generally excellent. Good crops will be 
urgently needed this year, as in fact they 
always are. 

Copper position is somewhat firmer, with 
small decreases in both production and 
United States visible supplies. The situa- 
tion in this metal hinges on revival of the 
European demand, now checked by political 
anxieties. 

Steel orders on hand are still large and 
productive capacity sold well ahead, al- 
though new ordefs are not coming in as 
rapidly as last fall. 

Railroad earnings continue to show good 
increases over last year. The open winter 


has saved the roads a good deal of money. 
Canadian roads are planning to build about 
2,500 miles of new road in 1913. 


Unfavorable 
HE German financial situation looks 
I ticklish. from this distance. The re- 


cent Government loan was not fully 
subscribed, and the extraordinary 
war tax proposed has further unsettled the 
money markets. Berlin is reported to have 
bid as high as 9 per cent. in New York for 
money over the April 1 settlements. 
Bank of England rate is higher than it 
has been at this season of the year for ten 
years past, and proportion of reserves is 
lowest for 23 years. Hoarding of gold all 
over Europe and big war expenditures are 
the principal cause of the financial strain 
abroad. 


Gold exports on a liberal scale, as a resuit 
of the foreign strain, have pulled down 
American reserves. It is hoped that this 
movement is now over for the present, with 
the passing of the April settlements abroad. 


All U. S. National Banks, in the report of 
February 4, showed the smallest reserves 
for this season in ten years. 

Money at New York is decidedly firm, 
commercial paper being again close to 6 
per cent and time rates nearly as high. 
Call money is firm, but not stringent—hard- 
ly ever is at this season, and speculation is 
stagnant. 


The special session of Congress will 
hardly begin real work before the middle 
of April. The proposed tariff changes are 
likely to be temporarily enact what- 
ever the final results. 


Failure of Harriman Gescinticn plan 
owing to the attitude of California State 
Railroad Commission had a _ depressing 
effect. The direct injury to Union Pacific 
will undoubtedly foot up several millions. 


Mexicar. situation _ still 
seems likely to continue so. 

Clearings outside New York were 16 per 
cent. less in February than in January. 
However, this is only a little more than the 
usual seasonal decrease at this time. 

Failures in February showed biggest lia- 
bilities for that month in ten years, and 
larger than any month since January, 1908. 

Numerous strikes, most of which result 
in higher wages, are adding to manufactur- 
ing costs at a time when higher selling 
prices mean smaller sales. 


uncertain and 























The Market Outlook 


Some of the Factors Beneath the Surface of Current Events 
By G. C. SELDEN 








HE diagram showing the course of 
railroad stocks, excess deposits and 
surplus reserves of New York banks 
(excluding the trust companies) in 

the clearing house, for the past ten years, 
is included this month in the article entitled 
“Investing for Profit,” and is therefore not 
repeated here. 

Those who are accustomed to consult this 
chart monthly will wish to read with spe- 
cial care the chapter of “Investing for 
Profit,” which appears in this issue and the 
introductory discussion of the same subject 
which was given last month. 

The changes shown by the diagram since 
last month are not very great. The average 
of 20 railroad stocks has declined a little 
further, and the line of excess deposits has 
again fallen below the zero point, indicating 
a deficit of deposits under loans amounting 
to some $10,000,000, after correcting for the 
seasonal deviation. 

In only two years out of the last twelve 
have the excess deposits been as low at 
this season as they are now. Those years 
were 1906 and 1907, during a period of ab- 
surd speculative inflation in both the stock 
market and general business circles. 

There is scarcely any similarity between 
the general situation as it existed in 1906 
and 1907, and that of 1913. For example, 
the total bank clearings of the United States 
in January, 1906, were actually larger than 
those of January, 1913, in spite of the big 
increase in the population and capital of this 
country during the intervening years. Again, 
call money rates were around 10 per cent. in 
January, 1906, and 7 per cent. in January, 
1907, while in January, 1913, they averaged 
about 3 per cent. 

How is this adverse banking condition to 
be interpreted, in view of the fact that it is 
not accompanied by any sort of inflation or 
over-extension, either in the security mar- 
kets, or, apparently, in commodities? What 
is the cause of the depletion of the supplies 
of capital which is roughly indicated by the 
exhaustion of the surplus deposits of New 
York banks? 

* * * 

[ )EPLETION of capital may, of course, 

result from different causes, and its 
results may, correspondingly, be different 
in character and in scope. In 1906 this 
country was enjoying a “boom,” which was 
to a considerable extent of a speculative 
character. In January of that year stock 
transactions on the New York Stock Ex- 
change were about four and one-half times 
those of January, 1913, and bond transac- 
tions were double. 


Toward che close of 1906 the railroads of 
the countiy were groaning under a burden 
of traffic that they could not begin to haul 
with any efficiency or dispatch. Almost 
every kind of business man was being 
offered more business than he could handle 
properly. In other words, boom, over-con- 
fidence, speculation, in almost every line. 

The result was “tight money.” There 
was not money enough available to go 
around and handle all this excited business 
and speculation. Liquidation of securities 
and a check to business activity was neces- 
sary in order to release money and replen- 
ish bank reserves. This was quickly, though 
painfully, accomplished in the panic of 1907. 
As early as September, 1908, excess deposits 
were back to the high point of 1904 again, 
and by August, 1909, almost the entire stock 
market decline of 1907 had been recovered. 

The trouble was quick, sharp, severe, but 
speedily remedied, because capital had been 
tied up in forms which could be promptly 
liquidated. 


* * * 


HAT is the situation now? Capital is 

tied up, not quite to the extent it was 

in 1906, but seriously. It is not, however, 

tied up in stocks carried for speculators or 

in abnormally active general business. 
Where is it? 

It has been, to a greater extent than in 
1906 and 1907, actually dissipated—that is, 
spent in ways which make it temporarily or 
permanently unproductive. The big war 
expenses, and the still bigger war prepara- 
tions, of Europe may be politically neces- 
sary, but economically they are absalutely 
unproductive and useless. 

The expenditures of our national Gov- 
ernment, States, counties and municipalities 
have grown constantly more and more ex- 
travagant. Enterprises like the Panama 
Canal, the New York State Barge Canal, ex- 
tensive appropriations for good roads, the 
New York City subways, gigantic irrigation 
plants (as yet only partially in actual use), 
the wide use of pleasure automobiles, in- 
creased public welfare work to both munici- 
palities and corporations, belong in a differ- 
ent class. 

Such expenditures are not waste. They 
may be necessary and are certainly very de- 
sirable. But it is an unpleasant economic 
law that almost all desirable things have to 
be earned by the honest labor of society. 
However necessary these enterprises may 
seem to be, they will all have to be paid for, 
and they will give little or no immediate 
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cash return on the immense amounts of cap- 
ital invested in them. 

Again, the present level of commodity 
prices is almost 25 per cent. higher than 
the low point of 1908, to say nothing 
of the still lower prices of years before. 
This means that everybody who buys and 
sells these commodities must use 25 per 
cent. more capital for the purpose than in 
1908. And this high plane of price is not 
speculative. It has resulted from a con- 
tinued increase for many years in produc- 
tion of gold, and from the increase of our 
population in proportion to cultivable land. 

+ - * 


HE rise of real estate values has also 
affected supplies of capital. Every 
transfer of real estate involves more money; 
but this is only one of the least important 
results of high prices for land. A recent 
circular of the National City Bank of New 
York, in discussing the proposal to add 
$30,000,000 to appropriations for irrigation 
in the West, puts one phase of the matter 
in such clear and conclusive language that 
it is well worth quoting at some length: 

“The cause of this stagnation in agricul- 
tural development of the West is easily 
traced to the inflation of values of raw land, 
which culminated about 1911. The attrac- 
tion of the West has been in the opportunity 
of obtaining free government land by home- 
stead entry, or of cheap land by purchase. 
The building or even the proposal to build 
irrigation works has caused prices for raw 
land to advance from little or nothing, or 
say from $5 per acre up to $50 or $100 per 
acre. For a time sales were made at these 
high prices, but at present such sales are 
rare. Many of the private enterprises have 
become bankrupt or are practically insol- 
vent, largely because the lands are not being 
utilized for the production of crops to an 
extent sufficient to enable the owners to pay 
for the works... . 

“The returns on the investment already 
made may be measured in thousands of 
prosperous homes upon the land and in 
thousands of citizen voters of the most de- 
sirable type. The financial returns are also 
not wholly discouraging in that the invest- 
ment which has been made is coming back, 
although not as rapidly as had been antici- 
pated, because of the fact that much of the 
land which has been reclaimed has advanced 
in price to a degree that the owners have 
been tempted to hold it for speculative pur- 
poses; that is to say, the man who obtains 
a forty acre homestead with the intent of 
cultivating it, has discovered that he can 
make more money by selling a relinquish- 
ment than he can by cultivating the soil. 
He is at once spoiled as a farmer and be- 
comes an amateur real estate speculator. 

“This condition cannot last long. There 
must be an early return to normal condi- 
tions such as will attract homeseekers again 
to the West through the relatively cheap 
land and opportunities for profit not only 
in cultivation of the soil, but in the in- 
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creased value of the land, due to the exten- 
sion of agriculture throughout the neighbor- 
hood. ; 

The comparative dullness of city real es- 
tate shows us the same condition from an- 
other angle. Prices are being held at a high 
level, but it is almost impossible, in most of 
our big cities, to make a cash sale of real 
estate unless there is something exception- 
ally favorable in its situation or in the way 
of ~ronosed operations around it. 

Farming land is being held very high, in 
comparison with past prices, but possibly 
not too high. It is hard to say about that. 
Growing population means growing de- 
mands for food and higher prices for farm 
products. It is possible that this demand 
may keep farming land near its present level, 
even in case of a reaction in general busi- 
ness conditions. 


* * * 


A SLOWER but more permanent ab- 

sorption of capital is, in a word, what 
we have seen since 1909, as compared with 
the period from 1905 to 1907. For this rea- 
son I do not look for any panicky decline at 
present unless something new breaks loose 
in European politics. The term “readjust- 
ment” has been somewhat overworked by 
those commentators who are really very 
bearish but don’t like to say panic or de- 
pression; yet readjustment is probably a fair 
description of the phase through which we 
are passing. 

By war expenditures, big public works, 
and to a lesser extent by private extrava- 
gance, the world has mortgaged its income 
for several years ahead. Higher commod- 
ity prices have raised the cost of living. 
Now we have got to put on the brakes, cut 
down our expenses and pay up. 

This process will, in my opinion, cause a 
further decline in security markets, but I see 
no reason why it should not continue to be 
a decline of the same general character as 
we have been having since 1909—a slow, dull 
and dragging market, interrupted now and 
then by considerable rallies or small bull 
markets. 

Subscribers are writing in to ask, “Do you 
think a panic is coming?” Different people 
mean different things by the word panic. 
The genial Tom Lawson, for example, is 
writing about “the December Panic,” re- 
ferring to last December. We had a very 
uncomfortable bear market in July, 1910. 
Some would call it a panic and some 
wouldn’t. 

I don’t think, for the reasons outlined 
above, that we are going to have another 
1907, but I look for a considerable period of 
relatively dull and depressed markets. 

It is understood, of course, that the above 
applies to the investment situation. I am 
not attempting, in this department, to make 
any predictions as to immediate speculative 
movements. 
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A Favorable Sign 


The unrest we hear so much dis- 
cussed and often deprecated, is not a 
danger to business. Dissatisfaction 
with conditions, particularly business 
methods, is having its influence. Con- 
ditions which should never have ex- 
isted are being mended. Regulation 
of big business is making stable 
values of securities. Investing is to 
become more general with the public. 
Capital from new sources will help 
business development and increase 
values. 


There has never been a more favor- 
able opportunity to invest than now. 
Our partial payment plan is a help to 
the small investor. Write us for in- 
formation, what, when and how to 
buy. 


(isHoLM & (HAPMAN 


Members New York Stock Exchange 
Members New York Cotton Exchange 


75 BROADWAY, NEW YORK CITY 





We will submit 
A SPECIMEN 
INVESTMENT 


For Your Consideration 


° . Government, 
Six Different \ state, Raiiroad, 


5% BONDS ) abi Uy 


Interest $25 monthly ($300 per year) 
Costing $5,820 


SAFE AND SALEABLE 


Send for List S. W. 


A. B. Leach & Co. 


Investment Securities 
149 Broadway, New York 


Chicago Philadelphia Buffalo 
Boston London, Eng. Baltimore 




















$250 $500 $1,000 


First Mortgage 6% Bonds 
Of a Prosperous Public Utility Company 


1. Earns two and a half times its interest 
charges. 

2. Operates under exclusive franchises. 

3. Replacement value of property nearly 
double the entire bond issue. 

4. Earns 9 per cent. on its capital stock. 


5. Absolute first and closed mortgage. 
Sold outright or on Small Payment 
Plan. 

Price to yield about 6%. 


Send for descriptive circular A-7. 


Perens COMPA 
The Hundred Dollar Band House 
S2Williom St., New York» 











“Bond Talk” 


No. 5 
In this fifth leaflet on 


public utility bonds, 
we discuss, among 
other points, an at- 
tractive partial pay- 
ment plan for the pur- 
chase of bonds. 

Ask for “Bond Talk” K. 


P. W. BROOKS & CO. 


115 BROADWAY, NEW YORK 
PHILA. BOSTON 
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At Your Request 


we will send you, gratis, our 
latest catalog of Selected Fi- 
nancial books. Every book 
was chosen for its practical 
value (from a list of 3000). 
There is an explanatory note 
under each title. Also, it is 
alphabetically arranged under 
headings such as Accounting, 
Business, Economics, etc. 
It is a very helpful pam 
wae. +s ss 


The Ticker Publishing Co. 


2 RECTOR STREET NEW YORK CITY 
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BEFORE YOU 


RE-INVEST YOUR READ 


APRIL DIVIDENDS 


Take your pencil and mark on the Our Booklet on 


STANDARD 
OIL 


By Elbert Hubbard 





SII 








Setting forth interesting information 
BABSON COMPOSITE PLOT : 


the dates of your investments during the past ten 
years. Frankly, have you always chosen the most 
favorable time to buy, the time when fundamental 
conditions were just right to give you the lowest 
price and the highest yield? Now instead of look- 
ing backward and seeing what you ought to have 
done, why not look ahead and actually do it? 
The Babson Composite Plot indicates when funda- 
mental conditions are ripe for buying stocks and 


bonds. Before you make your next investment, 
write for a copy of a valuable booklet, explaining nur buf 
when to buy, which will be sent gratis to any - 


person interested in the work of the Babson 


Organization. Members N. York Stock Exch 
Address Dept. K—4 of the ee ee <%s {8 page 


Mingineering Offices, Wellesley fills; Mase 14 Wall Street, New York 


Largest Organization of Its Class in the U. S. 


that every prospective stockholder of 


the subsidiary companies should know. 


Write our statistical Dept. 5. 




















A Popular Magazine for Investors 


If you have even a small amount to invest, you cannot afford to be without 
the famous dollar-a-year magazine 


“INVESTMENTS” 


Every month it contains comment on investment matters written in an easy, inter- 
esting style, and it is entirely different from the ordinary run of financial comment in 
other publications. 

To get safe, sound and unprejudiced advice on investments in general or any par- 
ticular securities or proposition, become a regular reader of “INVESTMENTS.” It 
has no equal in clearness, readability, wide scope and dependable character. 

“INVESTMENTS?” is issued by the publishers of the 66-year-old “Banker’s Mag- 
— and is edited by Franklin Escher, one of the most brilliant writers on financial 
subjects. 

A free Question and Answer service is conducted for the benefit of readers of 
“INVESTMENTS.” Any question in regard to investments is considered and an- 
swered—generally by mail—if it is possible to do so. 


The regular subscription price of “INVESTMENTS” is $1.00 
ayear. Special Introductory Offer, 50c. a Year. 


THE BANKERS PUBLISHING COMPANY 
252 BROADWAY NEW YORK 


Send for catalog and circulars of books on investment and financial subjects 


‘‘Pushing Your Business’’ and ‘‘2000 Points for Financial Advertising,’’ by T. D. MacGregor, 
indispensable books for bankers, brokers and real estate men, $2.25 for both. 
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Editerial Space is 


ment. 


The strong reader interest in investments compels 
this expense. 


When the gmblisher of Leslie’s is called upon to 
devote this space in response to a reader demand, 
financial advertisers should investigate and consider 
Leslie's as a market for investment offerings. 


A regular and consistent financial advertiser in 
Leslie’s received from his announcement in the issue 
of Feb. 13th, thirty-six inquiries. One of these 
inquiries brought more than enough profit to pay 
for his entire advertising bill for the month of 
February, 


This ig not exceptional. It can be repeated by 
you i yom give us the opportunity. Send for the 
Leslie Book of Facts. 


Financial Advertising Advertising Director Western Advertising Manager 
No, 225 No. 225 Fifth Avenue Marquette Building 
New New York City Chicago, Illinois 


$65,000 Worth of 


Devoted in One 
Year to Leslie’s 


Financial Depart- 





CHARLES B. NICHOLS 
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Called 
Bonds 


Daily 
Dividend 
Sheet 
Inquiry 
Service 


“Babson 
System” 
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Real Service 


A complete record. An accurate record. 
Numbers of all called bonds distributed to 
subscribers. 


The daily calendar is invaluable to every 
cashier as well as for reference in the cus- 
tomers’ room. 


Service depends on resources and willing- 
ness to serve. Our library is known to lead 
in resources. The careful attention given to 
subscribers is well vouched for. 


A bond house notices it. “Please accept our thanks for 
your careful attention to our inquiry of recent date regard- 
a Company.” “It is unnecessary for us to state 
that we appreciate fully your promptness in furnishing us 
with the complete information in reference to the... .. 


Securities.” “We beg to thank you for the information 
—- im regard to..... which was exactly what we 
wanted.”’ 


The “Babson System” is the original Finan- 
cial Card Service. At an insignificant ex- 
pense, you can receive a library on active se- 
curities condensed into a 6 drawer cabinet. 


Subscribers get the benefit of the widest statistical expe- 
rience; the hest standards; the only real financial 
library owned = organization of our class; the desire 
to serve you we 


SAMPLES GLADLY SENT GRATIS 


Willis D. Porter 


President 
Official Information Bureau, Inc. 
Proprietors “Babson System” Card Services 
24 STONE STREET NEW YORK 
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PROMINENT WN. Y. STOCK EXCHANGE HOUSES 








EASTMAN, DILLON & CO. 
MEMBERS N. Y. STOOK EXOHANGE 
71 Broadway, Mew York | 





CHISHOLM & CHAPMAN 
MEMBERS NEW YORK STOCK EXCHANGE 


75 Broadway New York City 





W. E. HUTTON & CO. 
MEMBERS N. Y. STOOK EXCHANGE 
Gor, Wall and Broa Streets New York 











JOHN MUIR & CO. 
MEMBERS N. Y. STOCK EXCHANGE 
Main Office, 71 Broadway 
Uptown Office, 42d St. and Broadway, New York 





POUCH & CO. 
MEMBERS N. Y. STOCK EXCHANGE 
14 Wall St. New York 





CRAWFORD, PATTON & 
CANNON 


MEMBERS N. Y. STOCK EXCHANGE 
14 Wall St. 


New York 














BOUND VOLUMES —SPECIAL 


For some time past volumes 1, 2, 5 and 6 
have been out of stock, owing to exhaustion 
of one or more magazines in each volume. 
We have recently obtained a small supply of 
the needed numbers and can offer these 
volumes at prices given below. 


VOLUME I 

A Method of Forecasting the Stock Mar- 
ket—Rules of a Successful Speculator— 
Analysis of a Trader’s Account—Execution 
of Orders—Charts—Running Expenses of a 
Trader’s Account—A Floor Trader’s Ex- 
perience—Net Return on Investment— 
Theory of Financial Statistics—The Out-of- 
Town Trader—How I Made $8,312.50 Profit, 
etc. Price, $3.17 postpaid. 


VOLUME I 


How a Small Trader, with $1,400 Capital, 
Built Up a Line of 1,100 Shares of Steel 
Common Paid For in Full—How Money is 
Made in Low-Priced Stocks—How Prominent 
Traders Got Their Start—Advantage of Stop 
Orders—Points in Choosing a Broker—The 
Machinery of Manipulation Explained—Ad- 
vantage of Operating for a “Long Pull”—How 
Livermore Made a Fortune in Stocks—Scale 
Buying and Scalping—Methods of Forecast- 
ing—How to Prevent Yourself from Over- 
trading—Bonds of All Kinds Clearly Ex- 
plaincd—How a Pool Operates—The Powers 
Behind the Market. Price, $2.67 postpaid. 


VOLUME V 


Studies in Stock Speculation, by Rollo Tape 
(6 articles)—How to Select Investments (6 
articles)—How Crop Percentages are Figured 
—-Bird’s Eye Views (Beet Sugar, Rock 
Island, U. S. Realty, Union Pacific, Great 
Western, Texas Land Trust)—Articles on 
Speculation, by Thos. F. Woodlock—Trade 
Cycles, by G. C. Selden—Forecasting the 
Wheat Market—A Sign of Bull Moves—Judg- 
ing Tops—Study of Volumes—Scale Trading 
—-Rights of Customer When .Broker Fails— 





Pointers by Patiten—Irrigation Bonds—Nu- 
merous Chart Studies, etc. Price, $3.17 
postpaid. 

VOLUME VI 


Studies in Stock Speculation (continued)— 
Profits from Rights—Selling Short—Fortune 
Made on Stop Order Plan—The Copper Prob- 
lem—Do Market Letters Help the Trader ?— 
How I Made $38,000—Board Room Conven- 
tionitis—Judging the Market by Surplus De- 
posits—How Scientific Methods Made $3,600 
—What Makes the Market? By G. C. Selden 
—Method of Distributing Investments—Vari- 
ous Articles by Thos. Gibson, Roger W. Bab- 
son, Frank H. Tubbs, Richard D. Wyckoff, 
etc.—Legal Questions, Essential Statistics, In- 
quiries, Charts, etc. Price, $3.17 postpaid. 
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How to Forecast Business 
and Investment Conditions 


By FRANK CROWELL 





o™ UPPOSE you could sit by your evening lamp tonight and have a heart- 
to-heart talk with a successful investor and business man of 30 years’ 
experience, who had accumulated a comfortable fortune by his fore- 
sight and knowledge of conditions. 

Suppose he were to tell you in simple, straightforward language 
just the principles and methods which had enabled him to analyze the 
business and investment situation, and to make large profits in stocks, 
bonds and real estate, on moderate capital. 

Suppose he were to do this night after night until you gained a 
full understanding, not only of the principles which built up his 
fortune, but of those “signs of the time,” from year to year and month to month, 
which indicate, to those who understand them, whether business is to be active or dull, 
whether prices are to rise or fall, whether a “panic” or a “boom” is impending. 

Would you do it? You would almost break your neck to do it. 

Frank Crowell is such a man. And he has done exactly this thing in his book, 
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“How to Forecast Business and Investment Conditions” 


A Key to Financial Success 


He has taken the period from one great business panic to the next—usually about 
20 years, but varying according to circumstances—and has analyzed it year by year; 
showing not only the plain indications which predict the condition of business and of 
investment markets for the immediate future at any time, but also the causes which lie 
underneath those indications. 

He has explained all this with a clearness, simplicity and definiteness never before 
attained in any published book—simply because he has learned from successful experi- 
ence, as well as from financial and scientific works. 

This book contains about 200 pages, substantially bound in ornamental cloth. 
The price is $2.00 postpaid. 

YOU need it. Send your order today. 


Ticker Publishing Co. 


2 Rector Street, New York 
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50 WORDS 


ABOUT 


ODD LOTS 


No. 51 


HE world’s business could not 
be conducted without credit. 

But unless the credit is safe, business 
suffers. 
When you buy securities on credit, 
make sure that the credit is safe. 
Investigate our Partial Payment 
Plan. It gives you full protection 
while you are paying off the indebt- 
edness on your purchases. 


Send for Booklet 12—‘‘The Partial Payment Plan’’ 


we hn Muir &(0. 1918 
SPECIALISTS IN 
Odd Lots 


Main Office—74 Broadway 
Uptown Office—42nd Street and Broadway 


NEW YORK 
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Scientific Stock Market Analysis 
Glee is explained in STUDIES 


Those who have noted the accuracy IN 

of the Trend Letter’s forecasts my T‘'A PR READING 
learn the true principles from this By RICHARD D. WYCKOFF 
volume. (“Rollo Tape”) 





THE ONLY BOOK EVER WRITTEN ON THE SUBJECT 





Gate Chapter —— = yy - Chapter IIl—Preliminary Suggestions. Chapter I1I—The Stock 
List apter IV—Stop Orders rading Rules, etc. Chapter V—Volumes and Their Signifi- 
~ Rey a VI—Market Technique. Chap ter VII—Dull Markets and Their Opportunities. Chapter 

VIlI—The Use of Charts as Guides and Tediceters. Chapter [X—Daily Trades vs. Long Pull Opera- 
Sone. Chapter X—Various Examples and Suggestions. Chapter XI—Obstacles to be Overcome—Possible 
Chapter XII—Closing the Trades—Suggestions for Students. 


This book is thoroughly practical. Its object is to help the reader to 
make money in the market. 
Price, $3.06, Postpaid. 


Bound in limp leather, pocket size, with marginal notes; illustrated; 192 pages. 
TICKER PUBLISHING COMPANY 























PSYCHOLOGY i: STOCK MARKET 


By G. C. SELDEN 


smaller movements of prices and many of the longer swings are the result 

of a condition of the public mind. A study of these psychological influ- 
ences, then, becomes very important. 

The stock market has a psychology of its own, and the subject is system- 
atically treated for the first time in this volume. A clear understanding is 
afforded of the principles involved, and many practical and useful suggestions 
for the investor or trader are included, in a condensed form. 

The author has made a life study of the subject, and is known as the 
writer of numerous magazine articles on allied topics. 

Cloth, price $1.04 postpaid. 


TICKER PUBLISHING COMPANY 


2 Rector Street, New York 


7 is a fact well recognized among practical traders and investors that all the 
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@ STATISTICS 


The supremacy of the “Babson System” as a card 
service on corporation statistics is undoubted. The 
beginnings nine years ago were difficult. Today, 
every item published is edited by an able university 
graduate, a man of thorough experience. Except 
in the case of current news items, all information is 
checked with our extensive library records of mort- 
gages, circulars and reports. The cost is based on 
guality and service only, which cannot be sacrificed 
by offering special inducements. 

Look through everything you have for the 1912 
annual reports on Colorado Midland Ry. or Pere 
Marquette R. R. Subscribers to the “Babson Sys- 
tem” Stock Cards have them, complete with their 
balance sheets and tabulated. No other card serv- 
ice or periodical publication has secured and pub- 
lished them. Write for the one you desire. 


Willis D. P orter, President. 


OrFiciAL INFORMATION Bureau, INC., 
PROPRIETORS: “BABSON SYSTEM” CARD SERVICES, 
24 Stone Street, New York. 





I would be pleased to receive without expense or obligatiou 


to me your report on 





which will be used only by me personally. 


Very truly yours, 





Al 
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The Magazine of Wall Street. 
What It Stands For 








T HIS magazine is now in its sixth year. We have 
twice increased our reading pages recently, so 
that the magazine is now 50 per cent. larger. 

In our early issues we blocked out for ourselves 
the field of practical, conservative speculation and 
investment. These subjects are always inextricably 
mixed and combined. We consider them together or 
separately, as occasion arises. So far as practicable, 
we classify our matter into speculative articles or 
investment articles, aecording to their predominating 
character. Thus we have a Bond Department, Public 
Utility Department, Investment Department, Traders’ 
Department, statistics, the current financial situation, 
etc.—in addition to general articles and editorials. 

We have endeavored to develop each department 
in a systematic and well-ordered growth, and to add 
new features as demand for them appeared. As the 
magazine broadened out, we concluded that the name 
“The Ticker and Investment Digest,” under which 
it was at first published, did not fully represent us, 
so we changed the title to THe Macazine or Watt 
Street. We also began to issue THe Trenp Lerrer, 
giving our opinion as to the general trend of the 
stock market. 

We can see that our work is not without its effect. 
We have always discouraged the gambling kind of 
speculation; and there is less of it today than ever 
before within the memory of the present generation. 
We have promoted careful, intelligent study of mar- 
ket conditions; and there is more of that kind of 
study now than ever before. We have counseled the 
public to buy in the panics and sell on the booms; 
and it is the universal testimony of brokerage houses 
that a larger proportion of the public does this now 
than ever before. We have insisted that there is a 
science of speculative investment; and more people 
are ready to admit that today than ever before. 


In the beginning, we laid down a rule for the 
selection of our articles. That rule is still in force 
today. It is this: 


“WILL THIS ARTICLE HELP OUR READERS 
MAKE MONEY?” 


And many readers have written us or stated to us 
that they have made hundreds or thousands of dollars 
as a result of ideas obtained from our columns. 

We feel that we have a record of achievement 
behind us, and we take satisfaction in it because it 
has been independently won. We have truckled to 
nobody, curried favor with nobody, have never relaxed 
our standard of honesty toward our readers, and we 
wear the collar of no special interest. 

We hope to make the history of this magazine 
one of systematic and continuous progress in the ren- 
dering of a practical benefit to readers. 


WANTED: 


The following issues of “The Ticker”: 
February, 1908 
July, 1908 
We will allow two current issues of 
THE MAGAZINE OF WALL 
STREET, or extend your subscription 
two months, for each of the above num- 
bers sent us. 


Ticker Pub. Co., 2 Rector St., N. Y. 








FIGURE CHARTS 


We can supply figure charts to 
order from October, 1909, to date 
on the following stocks: Steel, 
Reading, Union Pacific, Amal. 
Smelters and St. Paul. We will also 
make to order any kind of chart 
desired. 


THE MAGAZINE OF WALL ST. 


2 RECTOR ST., NEW YORK 











Are Youa 





Bond Buyer? 





@ If you will state what 
class of Bonds you wish 
to purchase, THE MAGA- 
ZINE OF WALL STREET 
will direct you to the House 
making a specialty thereof. 


@ We recommend only 
those houses to which we 
would entrust our own 
business. 
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Financial Literature 


Sent Free Upon Request 


On request and mention of THE MAGA- 
ZINE OF WALL STREET, the responsi- 
ble houses mentioned below will send to 
applicants the following valuable special 
letters, booklets, etc. 


Judging Securities. 
Special Letter on St. Paul. 
Baltimore and Ohio. 
Lehigh Valley Railroad. 
American Can. 
Allis-Chalmers. 
Illinois Central. 
Eastman, Dillon & Co., 71 Broadway, N. Y. 


Pond Creek Coal Co. 
Utah Securities Corp. 
Special Bond Offerings. 
Weekly Financial Review. 
Bethlehem Steel Co. 
Alaska Gold Mines Co. 
Dallas Electric Corporations. 
Hayden-Stone & Co., 25 Broad St., N. Y. 








Odd Lot Opportunities. 
W. E. Hution & Co., O Broadway, N. Y. 





Short Term Investment. 
Standard Investment Bonds. 
Equipment Issues. 
a i da Patton & Cannon, 14 Wall St., 


‘ 


Grain Investments. 
Financial Cyclopedia. 
Quarterly Red Book of Grain Statistics. 
Wagner Letter (twice monthly). 
E. W. Wagner & Co., Chicago. 


$100 Bond News. 
Small Bonds for Investors. 
“Pamphlet” Small Payment Plan. 
List of $100 and $500 Bonds. 

Beyer & Co., 52 William St., N. Y. 


Odd Lot Review. 

Odd Lots, Circular L. 

Odd Lot Investment, Circular 12. 

Odd Lots of Advice. 

The Relative Value of the Fractions. 

Compilation of Dividend Records. 

Conversion of Convertible Bonds. 

Bond Suggestions in $100, $500 and $1,000. 

Stock Suggestions of Various Classes 
John Muir & Co., 71 Broadway, N. Y. 





Providing an Income. 
Solving the Income Problem. 
Bonds against Real Estate Mortgage. 
Boise Gas Light & Coke Co. “Bond Talk.” 
Corporation Bonds for Conservative Invest- 
ment. 
P. W. Brooks & Co., 115 Broadway, N. Y. 





Investment Insurance. 
Income Returns—Its Relation to Safety. 
Packing House Bonds. 
Circular on “Short Terms.” 
Geo. H. Burr & Co., 14 Wall St., N. Y. 





YOU CAN TAKE ADVANTAGE 


of a big rise or a big decline in the Stock 
Market with Puts and Calls. 

It is the only way to trade. They protect 
your margin. 

They limit your cost to the dollar. 
Write today for list ef Puts aad Calls, prices and descriptive booklet. 
W. Hf. HERBST, 20 Broad Street, NEW YORK CITY 


ESTABLISHED 1898 


All Puts and Calis guaranteed by members 
of N. Y. Stock Exchange 








We invite requests for the 10 
issues of the Wagner Twice 
Monthly letter that cover the 
April to August crop raising 
season. Ten issues sent on 
request. Will contain crop re- 
ports from 700 correspondents 
and understandable statistics bear- 
ing on future market changes. 
E. W. WAGNER & CO. 

Board of Trade, Chicago 
ESTABLISHED 4 CENTURY 
Investments 
Grain, Provisions, Stocks, Bonds, Cotton 











Investment Knowledge Means 
Investment Success 





The principles of Investment 
may be learned from 


Investment Bonds 


A volume discussing 
Their issues and places in finance. 
Frederick Lownhaupt. 


250 pages. 8vo. $1.75 (By mail $1.90). 


It contains the essential facts about 
securities, showing how they are issued 
and the general investment aspect of 
each. All the important features are 
given a full chapter each. Hundreds of 
facts not generally known by investors 
are set forth. 


For Sale by 


Ticker Publishing Company 
120 Liberty St., New York 
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Books That Will Help You 


Railroads 


The Story of Erie. By Edward H. Mott. Size 10 x 12. 524 pp. Bound in 
cloth. ‘Price, $1 net; $1.45, postpaid. 

The early history of the New York Stock Exchange is very closely con- 
nected with the story of the Erie Railroad, the manipulation of Jay Gould, 
Commodore Vanderbilt, Daniel Drew, Jim Fiske and others. The vicissitudes of 
this road, therefore, constitute a fairly complete story of early Wall Street. A 
fascinating and instructive volume. 








bie Strategy of Great Railroads. By Frank H. Spearman. Price, $1.62 
postpai 

This book gives an insight into the strategy of the Vanderbilt Lines, the Penn- 
sylvania System, the Harriman Lines, the Hill Lines, etc., and covers railroading 
from its inception. It contains maps ‘of the different lines. A fascinating and in- 
structive discussion of the subject. 


When Railroads were New. By C. F. Carter. Price, $2.00 postpaid. 

This book tells of the struggles of the men who built the first railroads. Iv 
fact, it is the human element and not the details of mechanical construction thaf 
the book deals in the main. There are drawings of the different types of cars and 
locomotives used on the various roads. The book is as entertaining as a novel 


Speculation 


A B C of Options and Arbitrage. By S. A. Nelson. Cloth. 187 pp. Post- 
paid, 66 cents. 

Giving a complete definition of stock options, American forms, uses of the 
London Stock Exchange (method of shipping stocks between London and New 
York, the conversion of London into New York prices, etc., etc. 


A B C of Stock Speculation. By S. A. Nelson. Cloth. 16mo. 232 pp. Post- 
paid, 66 cents. 

A thoroughly practical book, discussing speculative details, methods of 
trading, different exchanges, etc. Dow’s theory forms a considerable part of 
the book. Stop orders, overtrading, the short side, discretionary accounts, finan- 
cial crisis, bucket shops, tipsters, manipulation, are among the subjects discussed. 


A B C of Wall Street. By S. A. Nelson. Cloth. 164 pp. Postpaid, 66 cents. 


Describes in detail the money and speculative markets. Contains a valu- 
able dictionary of words, names and phrases used in Wall Street. The book for 
beginners. 


Cycles of Speculation. By Thomas Gibson. Cloth. Postpaid, $1.57. 


Discusses the difference between mechanical gambling and marginal specu- 
lation; a brief history of great speculative movements, with analyses showing the 
causes of such movements; the questions of gold supply, money conditions, poli- 
tics, crops, etc. Other subjects treated are: Basing Railroad Values; the Effects 
of Business Depression; Puts and Calls; Dividends; Undigested Securities; the 
Best Methods of Trading; the Selection of Securities; the Bank Statement, etc. 
That speculation runs in cycles has come to be a well established fact, and the 
investor should inform himself on the subject. 


Drift of the Market. (Annual.) $2.00 postpaid. 

Invaluable for comparison. Contains diagrams showing point movements 
in sixty stocks, etc., together with a large amount of valuable information, cov- 
ering a period of one year. Back years can be secured. 
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More Practical Aids 


Drift of the Market. (Monthly); $1.50 per year. 
Shows the course of the active stocks in diagram form, complete to the 
closing of the previous month. Shows every one-point movement. 


Fourteen Methods of Operating in the Stock Market. Bound in leather. 
160 pp. Pocket size, illustrated with diagrams. Price, $1, postpaid. 

This book contains fourteen articles selected from early issues of THe TICKER 
AND INvESTMENT Dicest, such as: Principles of Price Movement, by Thomas J. 
Woodlock, member of the New York Stock Exchange; The Scale Plan, by Chas. 
H. Dow; How to Succeed in Speculation; Taking an Investment Position; Fore- 
casting the Stock Market; A Specialist in Panics, etc. 


Fifty Years in Wall Street. By Henry Clews, LL.D. Postpaid, $3.30. 

Mr. Clews opens many secrets connected with the business affairs of the 
American metropolis and records the history of the “Street” in an interesting and 
accurate manner. Few other men could tell as much of Wall Street and its doings 
as Mr. Clews. The book is very interesting, as well as instructive. 


id $108 ce in Wall Street and How to Play it Successfully. Cloth, 100 pp., post- 
pai 

It is intended to be an exposition of the methods employed by pools, manipu- 
lators and insiders in exercising a partial control over the stock market. The 
limitations of the author’s viewpoint are shown by the title, but the book contains 
useful suggestions, and will undoubtedly be a help to the amateur operator. Some 
of the statements made must be taken with mental reservations. 


ve Is Made in Security Investments. By Henry Hall. Cloth, post- 
paid, $1.62. 

Outlines the methods used by noted American millionaires in accumulating 
their fortunes. The book is a study of the long swings of the market and how 
to take advantage of them. Perhaps no book is of more value to the speculative 
investor. 


—= 


Pitfalls of Speculation. By Thomas Gibson. Bound in cloth, 146 pp.; price 
by mail, $1.07. 

In this volume the salient factors of speculation and investment are discussed 
as simply as possible. The table of contents is as follow: Introduction; Ignor- 
ance; Over-speculation, etc.; Manipulation; Accidents; Business Methods in 
Speculation; Market Technicalities; Tips; Mechanical Speculation; Short Selling, 
What 500 Speculative Accounts Showed; Grain Speculation; Suggestions as to 
Intelligent Methods; Conclusion. 

r. Gibson’s treatment of the subject is of the hard-headed, commonsense 
sort that ought to appeal to the speculators who fail. 


Real Wall Street (The). By W.H. Black. Price, $1.07, postpaid. 

An understandable explanation of the Bank Statement, How to Read the 
Market Page, How to Buy and Sell, How to “Sell Short,” Interest Dividends and 
Accounts with Brokers. : 


Stock Exchange. By Ingalls and Withers, 295 pages; crown 8vo.; cloth, by 
mail, $1.70. 


A practical description of the workings of the Stock Exchange. 


Speculation on the Stock and Produce Exchanges of the United States. By 
Henr ry Crosby Emery, Ph. D. Price, $2.08, postpaid. 
ontents: Intro uctory; Organization of the Exchanges; Business Methods 
of the Exchanges; The Economic Function of Speculation; Some Evils of Specu- 
lation; Speculation and the Law, etc. 


The Stock Exchange. By F. W. Hirst, Editor of “The Economist.” Cloth, 
12mo., 256 pp.; 82 cents., postpaid. 

A short study of Investment and Speculation. “The art of making money is 
a mystery which cannot be taught. But the art of keeping money after you have 
made, and of increasing your surplus capital by judicious investment, can be 
learnt.” The introduction. 

This book tells how the great stock exchanges came to be what they are. 
Discusses “good” and “Speculative” securities. Has a valuable chapter on 
“Cautions” and “Precautions,” a glossary and bibliography. 
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Stock Prices: Factors in Their Rise and Fall. By Frederick Drew Bond. 
Cloth, illustrated with charts. Price, $1.06, postpaid. 

Covers the following subjects: The distribution of securities. Factors of 
share prices. The trend of the market. The priority of stock prices. The banks 
and the stock exchange. The floating supply. Manipulation. Rising and falling 
markets. The distribution of profit and loss in the market. The psychology of 
speculation. 


Studies in Tape Reading. By Rollo Tape (Richard D. Wyckoff). Bound in 
limp leather. Pocket size, with marginal notes, illustrated by charts. 192 pp. 
Price, $3.06, postpaid. 

The science of tape reading is based on four principal indications: (1) 
prices; (2) volume of sales; (3) rapidity with which transactions follow each 
other; (4) comparative movements of different stocks. There are, of course, many 
minor indications, but the above afford the fundamental basis for scientific inter- 
pretation. News items are not usually made public until after they have been 
acted upon by “insiders.” The tape, when its language is understood, anticipates 
important news by minutes, hours or even days. In this book, for the first time, 
the principles on which tape readers’ work are fully explained. (See advertising 
pages for further description.) 


m3 Theory of Stock Speculation. By Arthur Crump. Cloth, 114 pp., post- 
paid, , 

A volume of interest and profit for the trader in stocks. The ideas advanced 
are suggestive for the student. 


The Work of Wall Street. By Sereno S. Pratt. 12mo., cloth. Postpaid, $1.37. 

One of the best books published on the mechanism, personality, functions, 
operations and ramifications of Wall! Street. Written in a style which, for clear- 
ness and interest, is fascinating. A practical book for the student. 


Grain 


Book of Wheat. By Peter Tracy Dondlinger, Ph. D. Illustrated with draw- 
ings and photographs. 370 pp., 5% x 8. Cloth. By mail, $2.20. 
_ This book comprises a complete study of everything pertaining to wheat. It 
is the work of a student of economic as well as agricultural conditions. Contents: 
Wheat, grain and plant; cultivation; harvesting; cost of production; irrigation; 
diseases; _insect enemies; transportation; storage; marketing; prices; milling; 
consumption; statistics. 


Wheat Problem. 272 pp., crowh 8vo. $1.25; by mail, $1.35. 
_ Based on remarks made in the Presidential Address to the British Associa- 
tion at Bristol in 1898; revised by Sir William Crookes, with two chapters on the 
Future Wheat Supply of the United States by C. Wood Davis and Hon. John 
Hyde. “The author makes out for his several contentions a strong case, and 
what is written by scientists of his authority demands, and will assuredly secure, 
attention. His suggestions as to the best methods through which mankind of 
the future may be protected against starvation are interesting on more grounds 
than one.”—London Spectator. 
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How Our Trend Letter Works 


Vital Points Which Subscribers Should Understand 


N the first place, we are not endeavoring to catch the small swings; our aim 
| is to discern the turning points of the principal movements, and to take a 
long or short position, which we may hold for a few weeks or a few months. 
Therefore, it is bad policy for any one to try and use these letters for the purpose 
of catching a few points. 


When we risk three points it is with the expectation of realizing a profit of 
five, ten or twenty points. It is not worth while to venture a two point risk when 
the promise of profit is only equal or double that amount. A certain percentage of 
losses must be expected and our object is to have profits exceed losses over the 
year’s operations. 


When, in a recent letter we said: “It looks like three up before three down,” 
we did not mean that subscribers were to take three points profit. As previously 
stated, we did not know how far the rise would go. 


Keep twenty points margin so that your mind will be easy. If you have $2,000 
capital, make your maximum quantity 100 shares. Then when we say buy a 
half quantity, it will be 50 shares, one quarter quantity, 25 shares, etc. On this 
basis you can never lose more than three points and commissions on a full lot on 
any trade we give you. You will never overtrade—therefore you cannot be 
crippled. This last is one of the reasons why so many people quit: They deal 
in too large lots and lose most of their capital before they learn the ropes. 


Don’t expect to get rich in a year. We are working for large interest on the 
money employed—trying for several five, tep or twenty point profits a year and 
risking a few three point losses. We have been highly successful in the past 
and expect to be more so in the future. We try to get long at the beginning 
of a move, stay long till it culminates, then sell out and go short. This is the 
way to make money. Furthermore, it is the most satisfactory method as it leaves 
the operator free to attend to his own business without hanging over the ticker 
or worrying about his commitments. 


Don’t be afraid of a big profit. Some folks grow nervous when they are four 
or five points to the good and close out for fear they will lose a portion of it. We 
don’t expect to “get it ‘all,” but we do figure on securing a big piece out of the 
middle. Other people may have the rest. Don’t concern ycurself with rallies and 
reactions. A bull market is made up of a lot of advances and dips. Trying to 
catch these often causes you to lose your position. 


Stop orders are to guard against accidents, sudden changes and to prevent 
large losses. Some people seem to think when the Trend Letter says “put a stop 
three points down” that we mean the price will decline that much; then they 
wait to buy at the stop price, get left, and blame us. 
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Investment Field Completely Covered 


Hundreds of money-making ideas in bound volumes of the Magazine of Wall 
Will not be reprinted, and these ideas are obtainable nowhere else. 


Street. 





VOLUME I 
All sold 


VOLUME Il 


A few volumes now in Stock. 
advertisement elsewhere. 


VOLUME Ill 


Rollo Tape begins his famous Studies in Tape 
Reading. This volume embraces hundreds of 
points which every trader ought to know— 
Choice of Brokers—Selection of Stocks—Giv- 
ing Orders—Habits and Relationships of the 
Various Stocks—Leaders and Secondary 
Leaders—Trading Rules—Study of Volumes 
(especially valuable to out-of-town traders)— 
Investment articles—How I Studied Securities 
—Criticism of Amateurs’ Accounts—Mechan- 
ical Methods, etc. 


VOLUME IV 


(Supply nearly exhausted—Price $2.17 postpaid) 
Studies in Tape Reading continue throughout 
this volume—Opportunities in Dull Markets— 
Criticism of Speculative Accounts—Charts as 
Guides and Indicators—Daily vs. Long Pull 
Operations—Right and Wrong Methods—Re- 
view of Past Panics—Time to Buy Bankrupt 
Stocks —Story of a Wall Street Lamb—Stop 
Orders—Commodity Prices as a Barometer— 
Wall Street’s New Unit—The Market for Odd 
Lots—A Successful Scalper—Bargain Indica- 
tor and Investment Digest - 


VOLUME V 


A few volumes now in stock. 
advertisement elsewhere. 


VOLUME VI 


See special 


w 


See Sp ecial 


1 few volumes now in stock 


advertisement elsewhere. 


VOLUME. VII 


What Makes the Market? (continued)— 
Studies in Stock Speculation (continued)— 
Buying and Selling Zones—Volumes as a Key 
to Prices—How to Test Stop Orders—Profits 
in Bond Trading—Catching Small Fluctua- 
tions—Calculating the Force of the Market— 


Ww 





Selecting Growing Investments—Safe Mining 
Stocks—How to Interpret the Bank State- 
ment—Coffee—Judging the Value of Bonds— 
The Short Interest—Money Rates and Stock 
Prices, etc., with regular departments. 


VOLUME VIII 


Playing Panics—Bank Clearings and Stock 
Prices—Practical Stock Market Lessons (3 
articles)—How to Catch the Intermediate 
Swings — Forecasting Trade Conditions — 
Fluctuation Value of Stocks—How Odd Lot 
Orders are Handled—Selling Against New 
Stock Issues—Prospects of Erie—Character 
istics of Bull and Bear Markets—Money and 
Prices—How Crop Damage Affects Stocks— 
Profits from the Bargain Indicator—A Study 
Course for Investors—The Stock Register (2 
articles)—Are Corners Possible Now ?—How 
to Use Puts and Calls—Bethlehem Steel— 
Averaging, Etc., Etc. 


VOLUME IX 


Common Sense Use of Charts—Buying Bank- 
rupt Stocks—Safe Methods of Speculation— 
Averaging—Psychology of the Stock Market 
(5 articles)—How They Trade (5 articles)— 
Better Than Savings Bank Rates—Use of Stop 
Orders—Real Estate Securities—20 Best Trad- 
ing Stocks—Stocks for Income—lIron as a 
Stock Barometer—Why the Tape is the Best 
Guide—Hedging of Investments—Regular De- 
partments: Bonds — Traders’ — Investment 
Digest—Mining Stocks — Inquiries—Charts— 
Statistics—Market Outlook, etc. 


VOLUME X 


Building Your Future Income—Investing 
for Profit—What the Investor Ought to 
Know—Notes on Office Trading—Law of 
Averages and the Stock Market—Making 
Idle Bank Balances Pay—What is Steel 
Common Worth?—The Porphyry Coppers 
—Making Money in Bonds—Forecasting 
Business Conditions—The Small Investor— 
Coming Dividend Payers — Harriman’s 
Trading Principle—Psychology of the 
Stock Market, etc. Regular Departments— 
Special articles by Richard D. Wyckoff, 
W. Martin Swift, Roger W. Babson, G. C. 
Selden, E. W. Wagner, Lawrence Chamber- 
lain, Jas. H. Brookmire, C. M. Keys, Henry 
Hall, Frederick Lownhaupt, F. H. Tubbs, 
etc. 





Bound in Green Cloth; Gold Lettering. 


Price (with above exception), $1.67 Postpaid 
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Information 


| is the chief essential to success in either investment or 
speculation. 

| Securities, like water, eventually seek their own level 
|| —sooner or later their prices are bound to correspond 
| exactly with their values. 

| Therefore, a man must know everything there is to 
_ know about a security if he wants to have confidence in || 
| it. But the average man has neither the time nor the 
| facilities to get this information. We have and we want | 
| such men to write us and let us solve their investment or | 
' financial problems. | 
| We maintain an unusually efhcient Statistical De- | 
| partment just for this purpose. 











We suggest the following works, as timely reading. | 
| They contain valuable information. 


1—“Union & Southern Pacific and 
the Effect of the Supreme Court 
Decision.” 


2—“Judging Securities.” 
3—“‘Bankers’ Guide to Investment 
Securities.” 


Sent on request 


Eastman, Dillon & Co. 


Members New York Stock Exchange 


Investment Bankers 
Broadway New York | 


























